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|The Way 
Successful 
Men 


Invest ... 


Men who achieve success in life 
usually owe much of their success 
to investments in sound securities 
—to buying them at the right 
time—to keeping posted always. 


Many of them read THE Maca- 
ZINE OF WALL STREET to keep 
informed on coming trends and 
developments that bear on their 
current holdings. They depend 
on its analyses and recommenda: : 
tions of high-grade stocks and 
bonds for investment or specula- 
tion. 


New Opportunities for You 
to Profit in the Next 
Few Months 


In this new era of the stock mar- 
ket THE MAGAZINE OF WALL 
STREET can help you, too. Its 
timeliness is your assurance of 
profits during this period. Its 
interpretations of trends, and 
authoritative guidance can be of 
real value to you now. 
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What is called Good Luck in business is 
the logical outgrowth of careful plan- 
ning, experience, organization, skill, 
personnel, progressive thought and 


action. 


It is this kind of planning that enables 
us to design and build many major 
hydroelectric and industrial develop- 
ments—and complete them within the 


budgeted cost and time. 
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Odd 
Lots 


You can buy a few 
shares of seasoned 
stocks in a number of 
selected industries as 
conveniently as in the 
stock of one company. 
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The Ticker Publishing Co. is affiliated with no other organization 
or institution whatever. It publishes only The Magazine of Wall 
Street, issued bi-weekly, Adjustable Stock Ratings, issued monthly 
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To the President of a 
Dividend-Paying Corporation:— 


Why should you publish your dividend 
notices in The Magazine of Wall Street? 


You will reach the greatest number of 
potential Stockholders of record at the 
time when they are perusing our maga- 
zine, seeking sound securities to add to 
their holdings. 

By keeping them informed of your divi- 
dend action, you create the maximum 
amount of good will for your Company, 
which will result in wide diversification 
of your securities among these influential 
investors. 

Place The Magazine of Wall Street on the 
lst of publications carrying your next divi- 
dend notice! 
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DECEMBER 24, 1932 


HIS is the season of the year which we have come to set aside as the 
time in which to take inventory of our experiences and to plan for 
the new year ahead. 


The current span which has but a short time to go has severely tested our 
philosophy of life and the code of conduct we have set up for ourselves and 
for the world around us. On the whole it has been a year of disillusionment 
—a year in which we have come face to face with the realities of life and in 
the conduct of affairs. It has taken toll from among those who could not 
stand the gaff; but those who have fought this crisis out are in a position 
to build better and more soundly than at any time in the past ten years. The 
process of shifting to the lower price level has been a difficult one. However 
we are going to find that our deflated incomes will be sufficient to maintain 
the standard of living which need not change but will merely rest on the 
new price level. 


We have great problems confronting us, but-we know that there is no occa- 
sion for the panicky fear of early 1932—that in undertaking constructive plans 
now we have a known level on which to build. Such a level has been estab- 
lished by reduced earnings, by the deflated price of real estate, stocks and 
bonds;—it needs now but a full recognition and acceptance to conclude the 
down-swing. The facing of these realities will help us to meet properly the 
pressing problem of the actual liquidation or adjustment of indebtedness of 
all kinds. It will enable us to accept necessary reorganizations of capital 
structures, which have already been discounted in the price of the securi- 
ties involved. It will enable us to view 'this process without fear or alarm 
but to accept it as a necessary purgative which will cure our ills and pro- 
duce the healthy condition necessary to progress. 


The year of 1933 will be largely what we make it. The possibilities are 
great. The challenge to courage and resourcefulness inspiring. 


To you all—our many thousands of readers and good friends with whom 
we feel a close and sympathetic bond—we wish prosperity and happiness 
this coming year. 
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The Trend of Events 


—More in Sorrow Than in Anger 
—It Can Be Done 

—Hope for Germany 

—No More Borrowing 

—The Market Prospect 


MORE IN SORROW HE incredible has hap- 
pened. For the first 


THAN IN ANGER 
time in the history of 


the present French Republic a national debt has been 
dishonored—and we believe that it is the first time 
since the assignats of Revolutionary times that any 
government of France—through all of her vicissitudes 
—has finally dishonored the letter of any govern- 
mental obligation—currency or bond. Moreover this 
default of December 15 was above all a moral default. 
Never for a moment was the point made by the ad- 
vocates of default that France could not pay. Above 
all the other debtor nations could she pay with ease, 
both in respect to the amount involved and the technic 
of transfer. It was wilful and deliberate default—de- 
fault in the first degree. It was default in defiance of 
the eloquent counsels of “a righteous premier and a 
courageous cabinet who without a moment’s hesitation 
ee their official life in the same grave with France's 
onor. 


We do not deny that there is equity in the French 
position that all political debts are of an economic 
piece and that the virtual erasure of German repara- 
tions furnished France with a justifiable hope and a 
respectable argument for revision of her political debt 
to the United States. But a good claim for rectifica- 
tion of a contract provides no excuse for its deliberate 
violation. Britain has no less conviction of the un- 
righteousness of the war debts and the economic 
necessity of their revision than France. She emphati- 
cally protested but she paid. She was perilously near 
default but at the final moment of decision chose the 
rough path of honor. 

Punishment for France is inherent in her offense. 
She has lost the great asset of a good name before the 
world, she has set a pernicious example to her own 
governmental debtors; and she has deeply estranged 
her historic friend ‘and ally, the United States, who ‘| 
plunged into the World War more for the sake of 
France than for any other reason. The particular sum 
involved is a pecuniary bagatelle to both nations, but 
its repudiation constitutes a gross international scandal 
that will curse France in divers: ways, moral and 
material, for long years to come. 


——, 


IT CAN S Secretary of the Treasury Mills 
BE DONE forcefully told the Ways and 

Means Committee of the House 
of Representatives the other day, there is no longer 
any doubt of the possibility of balancing the 1933-34 
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budget. Between economies and additional taxation 
it is feasible. 

Last year’s balancing has turned out to be a com- 
plete washout. This was partly the fault of Congress 
and partly the fault of an intractable economic situa- 
tion which depleted the source of taxes. High taxes 
are one thing and high revenues something else. It 
is now fairly certain that the volume of business 
transactions and the income therefrom will not descend 
much if any further. Estimates made now and acted 
upon in computing taxation will probably not be far 
astray. The certainty that part of the 340 million 
dollars counted on from the war debts—maybe most of 
it—will not be forthcoming, makes the balancing job 
a little harder than was supposed but not insuperable. 
Probably $500,000,000 more than is now in sight under 
the present regime of Federal taxation will turn the 
trick. It is not impossible to do it by economies alone, 
as it should be done, if human nature and congressional 
nature are left out of consideration. Unfortunately 
they stubbornly persist in being what they are. A 
general sales tax, with a hundred million or so from 
beer, plus the economies recommended by the Presi- 
dent and prolongation of the gasoline tax will put the 
budget on a firm base. Despite some misgivings we 
believe that Congress will achieve a proper balance, 
after much discouraging delay. 

The prospect of balancing the budget is somewhat 
offset psychologically by the likelihood that Congress 
will undertake some unusual expenditures not con- 
nected with the ordinary administration of the govern- 
ment, and flirt with wild monetary and currency 
schemes. We may find a balanced budget and a greatly 
increased public debt coming out of the legislative 
chambers hand-in-hand. Mr. Mills lectured the Ways 
and Means Committee in fine style; but more effective 
lectures will be found in those epistolary demands that 
are pouring into congressional offices. The best way 
to balance the budget is to write to your senators and 
congressmen. 

It is encouraging to observe how splendidly the gov- 
ernment’s credit stands up under the strain of terrific 
deficits and mounting debt; but there is another side— 
which is that the stronger its credit the greater the 
temptation to make credit carry the load that belongs 
to taxes. 

—_— 


HOPE FOR 
GERMANY 


HE business situation in Germany 
is slowly improving. One sign 
of this improvement is that 
German money frightened out of Switzerland by the 
recent clash between troops and Communists is being 
repatriated. That bespeaks confidence in both the 
political and financial stability of Germany. There is 
reason for confidence. The essentially dictatorial 
Schleicher government is more acceptable to the public 
than the less tactful and politic von Papen government. 
The Nazis have been rebuffed and their strength is 
waning, as has been recently proved again by the de- 
cline of their votes in the local elections. There is 
good reason to believe that the Schleicher government, 
even though it rests very largely on bayonets, will hold 
out throughout the winter, thus affording a much 


needed period of internal pacification and reconciliation. 

Foreign confidence in Germany’s recovery is revealed 
by the fact that credits released through the operations 
of the stand-still agreement are being replaced in 
Germany outside that agreement. There is little fear 
that Germany will abandon the gold standard. The 
decline of the pound sterling is tending to repress 
exports from Germany, but that difficulty will be over- 
come. 

The default of France and Belgium on their war 
debt payments to the United States and the probabil- 
ity that Britain will not meet its payment due next 
June, is not necessarily disturbing to Germany. In- 
stead of imperilling the Lausanne agreement it tends 
to perpetuate it. If the war debts are repudiated the 
effect will be much the same on reparations as revision 
or cancellation. If the allies do not pay they do not 
require restoration of reparations payments any more 
than as if their debts had been formally remitted. In 
any event Lausanne was merely a compulsory formali- 
zation of final German default on reparations. They 
are dead. 

It is altogether probable that the slow and painful 
process of world recovery is not to be subject to re- 
verse by another crisis in Germany. And that is much. 


—, 


MONG other recommenda- 
tions submitted by the Asso- 
ciation of Railway Execu- 
tives to the Coolidge Committee, which is investigating 
the entire railroad problem, it is urged that the 
Reconstruction Finance Corporation Act be amended 
to permit this relief agency to lend money to needy 
carriers without collateral but on approval of the 
Interstate Commerce Commission. This amounts to 
an effort to obtain Federal Government loans on 
promissory notes. While the railway crisis is over- 
whelmingly due to the prevailing low level of traffic 
and while there will certainly be an ultimate improve 
ment, there is no question that various railroads are 
over-capitalized in relation to their probable earnings 
outlook for some years ahead. To increase their debts 
by granting them doubtful loans is no remedy at all, 
but merely an aggravation of the basic difficulty. The 
proper medicine for a weak road is a reorganization 
which will reduce fixed charges in conformity with 
existing realities and future probabilities. Anticipa- 
tion of reorganizations has already been substantially 
discounted in railroad bond prices, which means that 
a surgical operation on unpayable debts could un- 
doubtedly be withstood without any semblance of re- 
newed panic. 


NO MORE 
BORROWING 


—~_ 


THE MARKET 
PROSPECT 


UR most recent investment 
advice will be found in the 
discussion of the prospec: 
tive trend of the market on page 254. The counsel 

embodied in this feature should be considered in con- 
nection with all investment suggestions elsewhere in 

this issue. Monday, December 19, 1932. 
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As I SCE [ [ — By Charles Benedict 


Wanted—World Leadership by the Leading Nation 


ties in voting to default on France’s war debt has 

for the moment broken the European front against 
the United States; but the common causes against us re- 
main, and next June may see that front restored. That 
we are legally and morally right in the debts controversy 
was not and is not enough. ‘To be right is never enough. 
Morality unmixed with wisdom is impotent. Practically, 
4s Fouché said, a blunder may be worse than a crime. Our 
crime consists in not making Europe see that our cause is 
right and just. 

It is fair to say that the debts crisis is partly due to our 
international ineptitude. Being in the world we forever 
strive to be not of it.” The world’s leading nation, we re- 
fuse to lead. When Britain was in fact the most important 
nation in the world she was also the leader. Forced by 
realities to have a finger in the international pie, or rather, 
stew, our traditional policy is to strive to keep out of ini- 
tiative. 

We like to attend international conferences as observers 
but decline to vote. If the event turns out well we are apt 
to claim the credit for our “moral influence,” but if it turns 
out ill we are prone to blame the bedeviled statesmen who 
both voted and talked. 

We created the League of Nations and then washed 
our hands of it; yet we are forever mixing in its affairs in 
some way or another; we can’t entirely stay out, but we 
do not go in. 

In the Japanese imbroglio we have managed to get into 
the League far enough to share its responsibility but not 
enough to participate in its authority. We have thus in- 
curred the wrath of Japan without commanding its respect. 
We have imposed our austere international morality upon 
the realistic com- 
mon sense of the 
great powers to 
such an extent 
that they are un- 
able to deal with 
the tangle on the 
old time basis of 
materialistic com- 
promise. The 
result is that Jap- 
an will have her 
way, whatever 
may be said by [f 
oficial spokesmen 
or proclaimed by 
governments. The 
Eutopean powers 
will have a good 
alibi with which 
to propitiate Jap- 
an and we will 

ve no defense 
against her hos- 
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T's ineffable folly of the French Chamber of Depu- 
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tility. Japan will rule the far east and our sanctimonious- 
ness will be rebuked by exclusion from the great trade 
opportunities, while our envious friends in Europe will 
gather up the morsels of the disintegrating Chinese Empire, 
which if saved at all will be by Russia—which has joined 
China while we have stood aloof—leaving us with enmity 
in Japan and Bolshevism:in China. 

The warnings of the debts crisis have been rumbling for 
months. We did nothing to propitiate the gods of discord. 
We permitted the flood to roll over us without the slight- 
est attempt at engineering it. That we were right is be- 
side the point, we might have been both right and sagacious, 
correct and yet gracious. 

As the world’s most powerful nation we should take the 
helm in the world’s ship of state. ‘We owe such leadership 
to ourselves as much as to the world. Owing largely to our 
diplomatic childishness we have incurred in one way and 
another the active or sullen dislike, if not hatred, of pretty 
much the whole world. The nation which has exhibited 
the most impressive altruism in the history of mankind finds 
itself disliked and distrusted by all other nations. 

Why? Because we have failed to push our case before 
the world. Because we shrink from the self-advertising to 
which the world is accustomed, we fail to justify our posi- 
tion or to have Europe accept us, and our ideals, and our 
beliefs, and our works at their true value. The disgrace- 
ful mess the French parliament has made of all the care- 
ful plans of French diplomacy, which was but yesterday 
hailed as the most astute and prescient in Europe, is an ex- 
cellent example. 

The French and the British are masters in the art of cre- 
ating a favorable and recipient reaction to their policies. 
We have listened attentively to all of the propaganda of 
Europe while we 
have sat compla- 
cently by, hoping 
that our good in- 
tentions would 
speak for them- 
selves. 

At no time 
have we had a 
better opportu- 
nity to formulate 
a foreign policy 
in all its ramifica- 
tions as we have 
now. We have 
the _ legislative 
and executive de- 
partments of the 
national govern- 
ment in the firm 
control of one 
party. Acceptable 
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Security prices have successfully met three decisive tests of 


the autumn lows. 


q They have withstood the uncertainties of election, the con- 
vening of Congress, a crisis in international debts and 
numerous other adverse developments. 


q The eyes of the market are on 1933. 


Bear Market Sequence Broken 


N_ withstanding a 
third decisive test 
of the October-No- 
vember lows the stock 
market has _ virtually 
ended such fears as pes- 
simistic observers had 


By A. T. Miter 
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definite future. Yet 
there are times when 
the absence of immedi- 
ate incentive can hk 
ignored and when, de- 
spite current obstacles, 
no logical quarrel can 
be had with a market 


recently entertained 
regarding the possi- 
bility of serious year- 
end price reaction. 
So far as 1932 is con- 
cerned, it is now clear 
that the panic level es- 
tablished in securities 
early last summer will 
not be threatened. 
Reflecting almost en- 
tirely the relatively 


United Gas Improvement 
Norfolk & Western 
Union Pacific 

Atchison 

Chesapeake & Ohio 
Pennsylvania 

Union Carbide 


which turns its guesses 
somewhat optimistically 
to future possibilities 
Probably we are now 
in such a period. De 
cember having failed to 
usher in any significant 
break-down of prices, 
the market is plainly 
inclined to write of 
1932 and center its 


Standard Oil of New Jersey 
Sears, Roebuck 

J. C. Penney 

Liggett & Myers “B” 
National Biscuit 

American Can 

Corn Products 








small scale operations 

of floor traders and 
other in-and-out professionals, immediate speculative activ- 
ities lack convincing volume, although it may be said that 
dullness and apathy at least are more pronounced on re- 
action for the present than on advance. From the mar- 
ket’s low point of the first week of December there has at 
this writing been a rally of approximately 10 per cent. 

Technical factors, including a moderate expansion of the 
outstanding short account during November, no doubt 
would be sufficient to account for a rebound of such pro- 
portions. There is the additional influence of the custom- 
ary speculative reasoning on the part of day-to-day traders 
that a market which has persistently refused to go down 
may logically hold promise of responding to operations for 
the rise. 

The’ extent to which the market may continue so to re- 
spond in the early future is certainly open to doubt, for 
whereas it apparently has no compelling reason for decline 
it has also no visible reason, aside from a purely speculative 
urge to test out the technical possibilities of rally, for im- 
mediate sustained advance. 

It is obvious, of course, that the setting is sadly lacking 
in constructive forces of a really dynamic character. Hopes 
of significant improvement in the underlying base of cor- 
porate earning power still having to be deferred to an in- 


conjecture on the bus: 
ness_ possibilities of 
1933 and especially the first quarter of 1933. 

Thus, in a speculative sense, the present setting would 
appear to hold much promise. The precedent of at leas 
some degree of security advance or. rally during the first 
quarter of the year is strongly respected. The possibility 
will at least te explored unless new and seriously disturb 
ing elements enter the picture in coming weeks, and it 
appears probable that some anticipatory buying is now 
being seen. 

While it may be essentially negative encouragement thet 
is derived from the market's persistent and. stubborn resiv 
tance to pressure, it is precisely this characteristic of the 
movement upon which we have commented favorably in the 
two preceding issues of THE MAGAZINE OF WALL STREET. 
In recommending gradual accumulation of holdings among 
twenty selected stocks, the list of which is reprinted here 
with, we expressed the opinion that serious decline during 
the closing weeks of the year was highly improbable and that 
this period, therefore, should constitute an opportunity 
for intermediate purchases, the question of longer retention 
to be determined on industrial and market developments 
during the early months of the new year. 

We see no reason to modify this position, but it is nece’ 
sary to point out again that in following it. there is, obW 
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ously, some room for the exercise of individual discretion. 
We hazarded the conjecture that in the event of a Decem- 
ber break the October-November “resistance line” would 
probably not be penetrated by more than 10 to 15 per 


cent. 

On the basis of the market’s action during the last fort- 
night we see scant reason to anticipate a reaction of even 
these moderate proportions in the early future. Accord- 
ingly, some. who have not acquired the holdings desired 
may find it advisable to revise estimated purchasing levels 
upward. On the other hand, we distinctly do not advise 
“reaching” for stocks in periods of technical rally such as is 
presented at this writing. There is nothing in the picture 
to justify more than creeping and irregular advance, cor- 
rected from time to time by moderate recession. Any 
faster rally for the time being would have to be regarded 
with suspicion. 

Moreover, there is the practical consideration that in the 
possible event of any substantial December rally in anticipa- 
tion of first quarter improvement, such a movement might 
very well create the technical setting for partial relapse in 
January. Obviously, little light can be had on the spring 
prospect before February or March. In short, whatever 
course the movement may follow in the next fortnight there 
is small risk of “missing the market.” The conservative 
policy would be to ignore periods of speculative strength 
and to conserve a moderate portion of purchasing power 
on the not illogical possibility that the year-end buying 
range which we have forecast may be extended into the 
new year. 

Viewed from a broad perspective, the action of the 
market over the last six months offers rather convincing 
evidence that a basic turn has been made, however slow its 
fruition. We have something of a paradox in that the pic- 
ture presented by both the stock and bond markets appears 
much more optimistic than that provided by the immediate 
business records. 

Sooner or later, of course, the actualities of corporate 
earning power will prevail, but who knows what those 
actualities will be six months hence? It is the traditional 
function of the markets to appraise the future, rather 
than the present. Often in past depressions the initial 
phase of recovery has consisted of a turn in the financial 
situation and the security markets followed months later 
by industrial and commercial improvement. 

As we approach the new year it is clear that the course 
of events during 
the second half 
of 1932 dif- 
fered significantly 
from those of any 
preceding period 
of the depression. 
The panic stage 
ended in June. 
Since then cur- 
tency hoarding 

consistently 
declined and 
there has been a 
large increase in 
our gold holdings. 
Bank failures 
have declined in 
number and in 
liabilities. For the 

time in the 
depression, the 
early autumn 


months produced 
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a tangible seasonal gain in business, a gain most clearly re- 
flected in the course of railway car loadings. 

It is in stocks and bonds, however, that we have the 
most convincing evidence of a definite change in the pattern 
of the bear market. Prior to June the movement of stocks 
had consisted simply of successive waves of liquidation, in- 
terrupted by rallies of relatively small scope and brief 
duration. The pattern was one of first and third quarter 
rally, but of second and fourth quarter collapse, the lowest 
prices of 1929, 1930 and 1931 being established within 
the fourth quarters of those years. 

The scope and duration of the rally which began last 
July were strongly suggestive of a major change, but there 
remained the test of the fourth quarter. This has now 
been met in impressive fashion. Instead of establishing new 
lows, normal secondary reaction has left both the stock and 
bond markets safely above the summer bottom. 

It is interesting to observe that virtually all of the re- 
action in stocks from the September high had been com- 
pleted by October 10, since whicl¥ time the movement 
has held within a fairly narrow trading range. The volume 
of trading during this period has been abnormally low. At 
no time has general liquidation been heavy. With the 
margin position deflated to an unimportant level, the ques- 
tion of substantial movement was evidently left to the deci- 
sion of generally strong holders of securities. Their obvious 
reluctance to liquidate can only reflect a general hope in 
the prospect for 1933. 

It is significant also that the market movement in recent 
months has steadily become more selective. Special liqui- 
dation has appeared in not a few individual issues, as well 
as in several groups, without unsettling the rest of the 
market. More and more stocks show a tendency to mark 
out trends of their own. Thus, to name a few, Allied 
Chemical, Air Reduction, Corn Products and Continental 
Can are now within relatively close distance to the best 
prices of last September, while United States Steel consis- 
tently lags behind the market. This selective process, after 
completion of the first spasmodic rebound of a generally 
over-sold market, has usually been characteristic of the be- 
ginning of sustained, if slow, market recovery. 

Finally it is obvious that if the market had any inclina- 
tion to break down it has passed up an excellent opportu- 
nity to do so. We have come through a bitterly-fought 
national election. We have had a crisis in the European 


governmental debts thrust upon us. We have seen the 
pound sterling 


break to a new 
low. We have 
seen wheat fall to 
the lowest quota- 
tions of several 
centuries. Pro- 
nounced seasonal 
reaction is evi- 
dent in business. 
The Federal bud- 
get is badly out 
of balance. Con- 
gress is struggling 
with a number of 
serious problems, 
without showing 
much evidence of 
either wisdom or 
decision. 

All of this the 
stock market has 

(Please turn to 
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q Six Hundred Millions*in Additional Purchasing Power 
Should Give Business the Starter It Needs. 


Prosperity By Allotment in 1933 


Pending Legislation Offers Practical Way Out for 
Raw Material Producers Including the Farmer 


By THroporE M. KnappeENn 
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be to become law 
—either at the 
present session of Congress or a special session that will 
follow fast on the heels of this session. 

Farmers will not have to wait for the production and 
sale of the benefited products until crops to which the 
plan applies are made and sold. Within a month, prob- 
ably, after they have signed their contracts agreeing to 
abide by their alloted acreage quota they will be able to 
borrow at their banks 90 per cent of the adjustment fee, 
equalization fee, bonus, premium or whatever’ else it may 
be called. 

The allotment plan is not a mere isolated: farm relief 
measure. It goes to the core of the general business prob- 
lem that is in the mind of every serious thinker in these 
disturbed times: Is there no way of rationally controlling 
the relation of supply to demand under the capitalistic 
system; or must the business world be forever at the mercy 
of blind chance, as unregulated in the supreme essential 
of stable prosperity as the winds and the rains? If success- 
ful in agriculture it may be applied to other extractive or 
natural resource industries; and, perhaps still further. 

On its face the plan provisionally promises to give the 
farmers as much as 180 million dollars more than market 
prices would yield on wheat, 115 million more on cotton, 
35 million more on tobacco and 300 million more on 
hogs. These figures are calculated on the basis of pres- 
ent low consumption; with increased consumption they 


might exceed a total of 800 million dollars... ——s 
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The pressing 
problem which the allotment plan undertakes to solve is 
that raised by the fact that world-wide increased agricul- 
tural production, resulting from the abnormal demand for 
farm products during the World War and the vogue of 
economic nationalism since, has upset the balance of pur 
chasing power that existed before the war, in America. 
Directly or indirectly every one of the six million three 
hundred thousand farms in the United States is more or 
less dependent upon foreign markets. This distributed de 
pendence is equivalent to 5,000,000 persons and 40,000,000 
acres being solely dependent upon foreign markets. That 
is equivalent to saying that in net effect every sixth farm 
dweller derives his living from foreign markets. 

Much of this exported surplus is in a sense a forced 
export. It is not indispensable to the nations that take 
it. It goes into buyers’ markets, into an ever-growing 
world “carry-over.” It is not produced in response to 
active buying demand. It is sold at unprofitable com: 
petitive world prices, owing to the general condition of 
agricultural overproduction and artificial restriction of mat 
kets by tariffs, quotas, embargoes, preferences, etc. 

To ask each of five or six million farmers seperately to 
reduce his production is about the same as to ask as many 
pennilessand unorganized urban workers to go on strike 
in order to increase wages. Men must live. Farmers live 
by farming. In time, of course, the farmers will in 
dividuallyhave.to-yield to necessity. That is, they will 
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ether reduce acreage and produce less, or else permanently 
adapt their domestic economy to ruinously low prices. 
Either means a lowering of living standards, and an influx 
of millions of unwanted country people into crowded cities. 
The whole social and economic status of the nation will be 
adversely affected. 

It has come about that agricultural prices are out of line 
with other prices as compared with pre-war relations. 
Urban producers, owing to protective tariffs, have been 
able to maintain sheltered American prices, while the 
farmers who produce unneeded surpluses for export to 
markets that no longer appeal for them find that their prices 
are free trade world prices, even though there be tariffs on 
the products in question. To illustrate: there is a 42-cent 
tariff on wheat, but it has been selling at country elevators 
at half that price. 


_A Problem of Business Relief 


It is no mere agricultural problem, nor is its solution to 
be considered as an isolated farm relief problem,-such as 
one arising from a drought or a cyclical change in price 
levels, or an excessive load of debt. It is truly a national 
business problem of a vital and history-shaping character. 
It is just as much the city man’s concern as the farmer's. 
It must always be remembered that there are 50 million 
rural people (farmers and villagers) in the United States, 
and that the whole fabric of prosperity depends in large 








own ultimate undoing in that they did not seem to guaran- 
tee the reduced production indispensable to the economic 
balance aimed at. 

The allotment modification of the equalization idea seems 
to solve the puzzle of how to give millions of independent 
tarmers higher prices, indispensable to their welfare, with- 
out increased production; that is, to say, without causing 
a recurrence of the trouble in aggravated intensity. 
Actually it ‘looks to reduced production. 


Producing Less and Getting More 


In essence the allotment plan is simply to discourage 
surplus production by providing a premium price over 
world prices for each market unit of production designed 
for home consumption. 

The money for the additional price is to be derived from 
a Federal Excise Tax, on that portion only of the product 
domestically consumed, equal to the amount of the tariff 
on it. In the main this tax would be levied through 
processes of the natural product—the textile mill, the meat 
packer or the miller for example. These would absorb a 
portion of the tax but the major part of it will be added 
to the price of their products which in turn would mean 
that consumer would pay somewhat more at retail. The 
increase in what the consumer would pay would, of course, 
vary with different products. In proportion pork prices 
would advance more than bread for instance, for in the 


degree upon the mutually 
profitable, balanced ex- 
change of products between 
the city and the country. 
With the export outlet 
checked or undependable, 
equilibrium must be re- 
gained within our frontiers 
or be lost forever; economic 
misery will become chronic. 
At first, equalization of 
industrial and urban prices 
on something like the pre- 
war relation was sought 
without reference to the 
tariff, but in later years the 
tariff has been taken as the 
yardstick, on the rational 
theory that no class should 
suffer from the protective 
system while others are 
benefiting from it. Until 
rather recently legislative 
and agrarian thought has 
been concentrated on the 
rival plans of export deben- 
tures and equalization fees. 
Without taking the space 
to describe them it will 
suffice to say that both 
aimed—like the domestic 
allotment plan—at creating 
a domestic consumption 
price for farm products 
with export surpluses, high- 
er than the world or export 
price—which is the essen- 
tial purpose of a protective 
tariff. Both plans have met 
with many criticisms, a 
common one being that they 
contained the seed of their 
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Plan for Controlling Production Will Be 
Adopted, Even If Special Session Is 
Necessary, Says Senate Leader 


A Special Statement to The Magazine of Wall Street 
by Senator Charles L. McNary, Oregon 


Chairman of the Senate Committee on Agriculture 


It now seems absolutely certain that the United States 
will make a practical test of the idea of obtaining a more 
equitable share for. farmers of the annual production of 
wealth. For many years farmers have felt and economists 
have acknowledged that economic instability was largely 
due to the big gap between the price levels of agricultural 
products and those of manufactured goods. Measures such 
as the McNary-Haugen Equalization Fee Bill have been 
before Congress for many years. Twice have they passed 
and twice have they been vetoed. This present year will 
undoubtedly see the enactment of some farm relief plan 
into law. At the moment the allotment plan, to which is 
attributed the merit of bringing about price equalization 
and yet rigidly limiting production, is in favor. A pro- 
gram will be adopted, I believe, which will receive the sup- 
port of all elements in Congress which are desirous of giv- 
ing the farmers basic economic relief. Whatever that meas- 
ure may be it will no doubt include some provision for con- 
trolling production. I am not sanguine that any measure 
that involves a conscious effort to equalize or adjust prices 
of agricultural commodities will meet with presidential 
approval at this time. If it shall become evident that execu- 
tive disapproval is certain the relief measure will be the 
occasion of a special session of Congress. The farmers are, 
in my opinion, fully justified both in their own particular 
and the national general business interest in demanding that 
such legislation be adopted and made applicable this year. 








latter actual wheat cost rep- 
resents a relatively minor 
part of the finished article, 
being greatly overshadowed 
by labor and other manu- 
facturing and distribution 
charges. 

In any case the raisers of 
the raw material and the 
ultimate consumer would 
unite to sustain an eca- 
nomic function of mutual 
importance. The consum- 
ers who would pay more 
than the producers might 
also thrive and carry on to 
the end that both might live 
and work in mutually 
profitable trade relations. 

And yet the ultimate ob- 
jective is really not to 
donate higher prices to 
farmers, but to entice them 
to earn higher price through 
a beneficial reduction of 
their output, resulting from 
rational co-operative control 
of output. The measure of 
crop curtailment is the pre- 
war purchasing power— 
and no more—of farm 
products. 

Without bothering . with 
the details of the admini- 
strative machinery, some 
central Federal authority 
would determine what por- 
tion of a prospective crop 
would be required for home 
consumption. Suppose that 
figure was three-fourths of 
(Please turn to page 302) 
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Transportation or Turmoil? 


What Will Happen to the Railroads in 1933— 
An Interview with “The Chairman of the Board” 


By THomMas Catvert McC rary 


ARADOXICAL as it seems, our railroads, wabbling 
P upon the brink of receivership, are today among the 
most attractive investments, despite the admitted 
speculative flavor which is inherent in most of-them under 
present circumstances. I do not say this as a railroad man, 
but as a citizen who has given some thought to economics 
in general. It seems to me that the public has evidenced 
unnecessary fear over its railroad investments. In spite of 
the publicity given railroad affairs, there is confused thought 
as to the fundamentals of railroad ills. Wéithout reason, 
otherwise intelligent people are prone to go into flights of 
fancy when discussing the railroads, sometimes forecasting 
the actual dematerialization of freight and its transporta- 
tion by radio! Less imaginative folk contemplate the trans- 
portation of all freight by truck. -Professor Ripley has 
shown that it would take 6,250,000 five-torr trucks plying 
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the highways of the country twenty-four hours per day to 
move the gross tonnage normally handled by the railroads. 
Possibly, it could be done, although the line would be ten 
trucks wide from New York to San Francisco. However, 
with the elimination of the railroad, heavy taxation would 
be applied to the highways, and the ultimate cost to ship: 
pers would be many times over existing railroad rates. 
Fundamentally, our railroads are sound. They are neces: 
sary for our industrial, political and economic life, and will 
continue to be for a great many years. I believe they are 
not in the aggregate over-capitalized, although the business 
recession has given rise to the thought that individual capt’ 
tal structures may need reorganization insofar as the pro- 
portion of funded debt is concerned. The salient point is, 
the railroads could continue to meet present business con: 
ditions indefinitely if the basic evils due to misunderstand: 
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ing and negligence were removed. The public is-beginning 
to recognize the importance of railroad prosperity and 
stability, as evidenced by its sponsorship of the Coolidge 
Committee. The urgent necessity for ending the railroad 
crisis may necessitate measures counter to our economic pre- 
cepts, but I believe that with a settling of the transporta- 
tion problem will come a new era of railroad prosperity 
from which investor, shipper and public will benefit. 

The ultimate goal, the present desire of railroads, is to 
supply the safest, fastest and most economical transporta- 
tion profitably possible. To accomplish this goal requires 
unbiased consideration of railroad problems enabling the 
railroads to coordinate various forms of transportation 
most effectively, and on an equitable basis with other agen- 
cies. As matters stand, the railroads are, in effect, limited 
largely to rail transportation. Many railroads operate 
truck and bus auxiliaries, but the conditions under which 
they operate are not equitable to privately owned compan- 
ies. The success of all businesses in a country such as ours 
requires a fair field with no favor. The railroads.are not 
fighting the business recession upon such a field. Actually, 
they are dicriminated against. Better times will relieve the 
railroads, but the basic evils will still exist to crop up with 
every business recession, unless they are eliminated. Not 
only railroads and railroad security owners will suffer, but 
public, shippers, and government. —— 


A Serious Crisis 


The railroad crisis is serious. . No immediate*business im- 
provement seems to warrant the hope that the railroads 
will be able to meet fixed charges this year under existing 
circumstances. Méillions of dollars of maturities fall due, 
and there is little hope of refinancing them at reasonable 
rates of interest. Approval of loans to the railréads by the 
Interstate Commerce Commission and the Reconstruction 
Finance Corporation is 
now limited so that loans 


Railroad operation and management have improved tre- 
mendously during the past ten years. Literally, the rail- 
roads have been lifted out of chaos and molded into a 
smooth-running, efficient machine in that time—in spite of 
inequitable competition, stringent legislation and over- 
taxation. The railroads have proven their financial integ- 
rity. During the years of Government control and 
succeeding years, the Government loaned the railroads 
$1,018,000,000. The railroads have repaid $978,000,000 
in principal and $210,000,000 in 6 per cent interest. There 
is still owed to the Government a little less than $40,000,- 
000. However, it is worth commenting that the interest 
paid at the rate of 6 per cent represents a cash profit to 
the Government of $70,000,000 over the interest cost to 
the Government on the loaned money. If it should happen 
that the Government failed to collect the remaining $40,- 
000,000 owed to it, it would still have a net profit of 
$30,000,000 in cash... 


Necessary Reorganization 


It is within the power of Congress to re-enact in sub- 
stance the law under which those dealings were had, and 
so enable the I. C. C. to approve and the Reconstruction 
Finance Corporation to make loans to a railroad to enable 
it, “properly to meet the transportation needs of the 
public where the prospective earning power of the appli- 
cant and the character and value of the security offered 
are such as to furnish reasonable assurance of the appli- 
cant’s ability to repay the loan.” This is merely following 
the private banking practice of relying upon the financial 
integrity and commercial efficiency of the borrower. 

As I see it, it will be necessary for the Government to 
take some such palliative measures as this. However, some 
railroads, either as the result of mistakes or as the result 
of geographical, industrial and agricultural movements, are 

today heavily over-capital- 
ized in that their capital 





may be granted only when 
collateral having a market 
quotation for an aggre- 
gate amount considerably 
in excess of the face of 
the loan is secured. The 
present depressed market 
quotations are such that 
this requirement will 
speedily exhaust, if it has 
not already done so, the 
collateral of most of the 
railroads and they may be 
left without resources to 
meet interest obligations. 

Operating economies by 
the railroads have already 
been pressed to a point 
Where service and way 
are suffering. Purchasing 
budgets have been slashed 
to the bone, and the re- 
sultant detriment to in- 
dustries dependent upon 
tailroad purchases is a 
Most serious problem in 
itself. In contrast to this 
dark outlook is the fact 
that a stabilization of rail- 
toad finances will be a 

¢ step in the return 
to national _ prosperity. 
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structures are topheavy 
with funded debt. In 
such cases, loans extended 
by the government will 
not aid the roads in the 
long run if such loans 
only serve to pile up 
heavier debts and interest 
charges. On the other 
hand, it cannot be ex- 
pected that the public will 
donate large sums to the 
railroads. Yet many rail- 
roads feel that if, during 
the past ten years, they 
had been allowed to take 
full advantage of business 
conditions, they would 
now be able to withstand 
the ravages of the busi- 
ness depression. The 
public is responsible for 
legislation tending to pre- 
vent the railroads from 
laying aside reserves. In 
as much as that the rail- 
toads must have aid, an 
the public is partially 
responsible for the fact 
that they face a crisis, it 
would seem that there 
must be a point. of 
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compromise that will not. result in any undue hardship. 

I think that the point of compromise should be voluntary 
capital reorganization, and that loans should be extended 
in conjunction with the effect of such reorganizations upon 
the outlook for future repayment of loans. Many rails 
already being far below their legitimate value, reorgani- 
zations of capital structures, transferring part of the heavy 
funded debts onto stocks, should occasion no panic, no 
halt to business recovery nor any wholesale liquidation of 
securities. Some reorganizations cannot be avoided under 
any circumstances, and volun- 


poured more money into its government owned railway 
than it did into World War expenses. Admittedly, no 
European country with government owned or operated 
railways has service anywhere comparable with ours. 
Travelers and shippers in Europe are familiar with the 
difference in rates. Yet the business men and politicians 
have fostered many of the underlying causes of railroad 
ills—I believe, for the most part, without a true compre- 
hension of what they were doing. 

However, the railroads have no quarrel with the 
prohibitions against unjust dis- 
criminations, nor indeed, 





tary reorganizations, with the 
aid of government loans, will 
reestablish the railroads upon 
a sound financial basis. It 
does a man little good to de- 
mand dollar-for-dollar security 
when only fifty cents on the 
dollar exists. The strengthen- 
ing of the railroad structure 
by capital reorganization re- 
lieving the burden of fixed 
interest charges should. auto- 
matically serve to increase the 
value of his holdings. How- 
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against the prescribing of max- 
_imum reasonable rates after 
hearing. But it is obviously 
unjust that rates should be 
suspended before a_ hearing 
and when later found reason- 
able, the carrier ‘should be 
subjected to all the interim 
Regulations to protect 
the small shipper are as neces- 
sary today as they were at the 
time of the Granger cases. 
Unregulated _ transportation 
= will as surely drive out of 
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ever, in the event government 
aid is extended in the form of 
further loans, it dces not seem to me that the government 
should endeavor to make a profit on the loans. Particularly 
in view of the fact that the railroads have not made a fair 
return upon their investment, (as established by the Inter- 
state Commerce Commission), since the I. C. C. was 
instructed to see that rates and tariffs enabled them to 
earn a net revenue of 5.75 per cent. 


Potential Earnings 


Railroad earnings are normally subject to wide fluctua- 
tion, and they are handicapped in times such as these by 
a rigid capitalization, consisting largely of bonds. Utilities 
also have rigid capitalization, but it is supportable by rela- 
tively stable earnings. The general run of industrial com- 
panies are subject to sharp fluctuations in earnings, as are 
the rails, but are largely free of funded debt. Under 
hoped-for improvement in legislation, and taxation, and 
with a more general understanding of the relationship 
between the public and the railroads, it might be advisable 
for many railroads to establish sinking funds for the re- 
tirement of maturing issues. With the financial stability 
of the railroads effected, and with a promise for future 
stability evidenced by the establishment of sinking funds, 
a vital stimulant will be applied to our entire economic 
recovery. Such moves, however, cannot be justified until 
there is a revision of legislation affecting railroad earnings. 

I have said that the railroads are sound, and also that 
they face a crisis. The situation may be likened to a husky 
-warrior who fights against odds with a stone in his boot. 
The railroads have gone too long with the stone of excessive 
government interference in one boot, and inequitable com- 
petition in the other. The only thing to do now is to 
cauterize the resulting inflamed blisters. The alternatives 
are a crumbling away of our railway systems or government 
ownership. Few investors, business men or public leaders 
relish the idea of the\inefficiency, tardy progress, bureau- 
cratic jealousies, political pillage, and lost local taxes, that 
would be bound to come with Federal ownership. This 
is not,to stimulate a picture of the chaotic conditions that 
existed under Federal control during the stress of the World 
War. A glance.at countries where government owner- 


ship-prevails proves the point. Our neighbor, Canada, has— 
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: business the small concern 
today as it threatened to do when the Interstate Commerce 
Act was made law. We have many examples of the havoc 
unregulated’ trucking rates are creating in industries today. 
The cement industry in Pennsylvania is an example. 
Already it has taken official notice of the evils of private 
trucking rates. 


Necessary Legislation 


Specifically, I believe that legislation should be revised 
to effect speedier methods for railroad consolidation; repeal 
of the Recapture Clause so that railroads may be able to 
lay up reserves in good times as do other industries; repeal 
of the law forbidding railroads to engage in water trans 
portation everywhere on an equitable basis with others; 
permission for railroads in competition with other carriers to 
make adjustments of rates to meet competition and, for this 
purpose, to be permitted to charge more for a shorter than 
for a longer haul over the same line and in the same direc- 
tion; permission in other respects to make rates with the 
same restrictions or absence thereof as are applied to other 
carriers, (However, I am strongly in favor of maintaining 
publication of all rates and tariffs, and prohibiting the evils 
of private rebates and agreements); limiting the power 
of the Interstate Commerce Commission. to  suspetid /rates 
so long as the revenues of any carriex:até notsequal to:a 
fair return upon the value of its -property; uplacing (all 
carriers on rails, on the highway /and: by» water unden the 
jurisdiction of one Federal tribunalj >with the same: regula’ 
tions and equitable taxation imposed upon all. 

The extreme managerial powers given the I. C. C. have 
resulted in slowing up railroad business and caused untold 
numbers of unnecessary investigations, lawsuits and legal 
procrastination. There are many shippers, large and small, 
whose most antagonistic attitudes toward the railroads 
grow, not out of dissatisfaction with service so much as 
out of the fact that they cannot walk down to the office 
and thresh matters out with the manager. Any man who 
has had much dealing with railroad matters is familiar 
with the necessisty for applying endless legal redtape to 
matters which, in other industries, can be settled by a talk. 
The avalanche of duties shouldered by the I. C. C. at. 

hie — (Please turn. to page 299) ; 
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q Are You as an Investor Receiving the Protection of Your 
Interests to Which You Are Entitled? 


Still More Light On Corporate 


Practice 


A Further Discussion of the Rights of Security Holders and 
the Possible Remedies for Weaknesses in Present Day Business 


By Henry RicHMonp, Jr. 


disputable fact that corporate malpractice cannot thrive in 
the spotlight of publicity. Because it is fundamental in the 
making of successful: investment and, because without it 
the relationship between the corporation and its owners 
can never be wholly satisfactory, the Smythes and the 
Joneses can hardly do better than commence their campaign 
by insisting upon fully detailed, uniform and more frequent 
reports. 

Lack of information can take many forms. It varies all 
the way from innocent, comparatively unimportant omis- 
sions to hidden bonuses involving millions of dollars and 
the deliberate distortion of vital facts. Let us take a few 


N the previous article on corporate practice which ap- 

peared in our issue of November 12, readers were in- 

troduced to the typically apathetic owners of American 
business—the Smythes and the Joneses. It was shown that, 
while theoretically in control of their corporation, they did 
little if anything about it, and that in consequence certain 
abuses had sprung up. Many examples were given and 
suggestions made for their remedy. Since the article ap- 
peared, however, we have corresponded with so many 
Smythes and made the personal acquaintance of so many 
Joneses that the field has been materially widened. Atten- 
tion has been called to other abuses and to other companies 


whose attitude towards 
their stockholders is not 
all that it should be. 
There is evidence that 
the reason the Smythes 
and the Joneses fail to 
exercise the control 
which is theirs for their 
own best interests is ow- 
ing less to negligence 
than to the fact that 
they have no knowledge 
of their rights or where 
tovbegin in protecting 
theme not start 
withiaidemand:for more 
information? 
nLack>of! inforination is 
the ‘Smythes’/:and the 
Joneses’ most justified 
single complaint. With- 
out full knowledge of 
the facts no step can be 
taken without grave 
danger. While there 
are many soundly man- 
aged companies, afford- 
ing their security holders 
of treatment, 
Which persist in follow- 
ing the old-fashioned 
Wdea-of  secretiveness, it 


8 nevertheless an ‘in- » 
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Fifteen Points for Protection of Stockholders’ 


Interest 


Less indifference on the part of stockholders and greater 
realization of their own self-interest. 

Greater frankness and keener sense of moral responsibility 
on the part of corporate officials. 

No officer or employee stock subscription plan should be 
wholly cancellable. 

The life of a moribund corporation should not be unneces- 
sarily prolonged. 

Huge cash surpluses not always justified. 

A Federal charter should be available. 

Public official to represent small stockholders, or 

The small stockholder should be given greater facilities to 
elect a man with similar interests. 

Large proportion of officers should not hold directorships. 
An officer not entitled to another salary from a subsidiary. 
An officer should not be permitted to borrow money from 
his corporation. 

Minutes of directors’ meetings should be made public six 
months after date. 

Uniform accounting practice. 

More frequent and more complete reports to stockholder. 
No company should trade in its own stock. 





——_—_——— 











haphazard examples 
where it is believed that 
a dearth of information 
has reacted to the dis- 
advantage of security 
holders—or, if not to 
their disadvantage, at 
least has permitted them 
to exist in a fool’s para- 
dise. 

Frequently we find in 
such examples no intent 
to deceive or to mis- 
represent. Nevertheless, 
the failure to provide in- 
formation may lead to 
unfortunate misunder- 
standing and loss. This 
is often the case in sub- 
sidiary companies where 
information is adequate 
on the holding company 
but insufficient on the 
subsidiary even though 
it has securities publicly 
held. Consider the 
United Drug Co.. The 
holding company, Drug, 
[nc., was formed early in 
1928 as a consolidation 
of the old United Drug 
Co. and Sterling Prod- 
ucts, “Inc..’-Soon after 
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the incorporation of Drug, Inc., a new (Delaware) United 
Drug Co. offered to exchange its 5% debentures for the 
preferred stock of the old United Drug Co. These de- 
bentures are now outstanding in the amount of $40,000,- 
000 and are listed on the New York Stock Exchange. Drug, 
Inc., publishes statements regularly on a consolidated basis. 
Its balance sheet has always included these debentures, 
despite the fact that the company has neither assumed nor 
guaranteed them. Yet, an investor knowing of the lack 
of obligation on the part of Drug, Inc. and wishing to 
ascertain the reasons behind the bonds’ 
precipitate decline from 93 to 42 this 
year can discover very little on the United 
Drug Co. and its subsidiaries—the com- 
pany whose obligation he holds. It was 
only very recently that the company pub- 
lished an over-concise, consolidated bal- 
ance sheet and income account for the 
year 1931. This was far past-due and it 
is to be hoped that the company will 
recognize the obligation of giving the 
holders of its securities an account of this 
year’s operations more promptly, and in 
greater detail, particularly in regard to 
subsidaries and sub-subsidiaries. 
While the Smythes and the Jones are 
quite justified in criticizing harshly a lack 
of information on this one point, their complaint is even 
more justified in the case of companies which pursue the 
policy of giving as little information as possible on all points. 
The Aluminum Co. of America may be cited as an 
example. The company publishes a statement only once 
a year and this in the past four years has never been sooner 
than three months after the end of the year. This is not 


often enough. Quarterly statements should be rendered. 
Where quarterly statements are impracticable such as is 
the case with many merchandising companies, sales figures 
or some other information should be given and detailed 
official comment made on the course of the business. 
Reverting to Aluminum, this company presents a balance 
sheet which is an excellent example of a “complete balance 


sheet which means little, if anything at all.” Among the 
current assets as of December 31, 1931, marketable securi- 
ties were carried at $24,491,059. But exactly what these 
securities were, and how marketable, is something which is 
left to the imagination. Also, a little further down the 
column there is an item entitled “Investments in subsidiary 
and other companies not consolidated herein.” It amounts 
to $50,855,056. What are these companies? Where and 
how do they operate? What proportion of their outstand- 
ing capitalization is owned by the Aluminum Co.? Finally 
what is the difference between an “investment in another 
company” and a “marketable security” in this case? 

The Aluminum Co. of America, of course, is not the 
only concern which hides its investments under a bushel. 
The Allied Chemical & Dye Corp. does too. This com- 
pany in its one and only annual statement as of the end 
of 1931 carried U. S. Government and other marketable 
securities at $94,638,155, a sum representing cost. In re- 
gard to this tremendous commitment, was it sufficient to 
say merely that the market value as of December 31, 1931, 
was less than cost? There would seem to be no valid rea- 
son why the corporation’s stockholders should be kept in 
the dark concern:ng the exact nature of the investments and 
the paper loss sustained on them. 

Turning again to the balance sheet of the Aluminum Co. 
—that field where information withers on the stalk—excel- 
lent illustrations of further points canbe found without 
difficulty. At the end of last year the company carried 


among its current assets inventories of aluminum, materials _ 
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and supplies. The amount was $42,199,053. If this iten 
had been split up into its component parts, showing th 
tons of aluminum involved, and the price at which it wa 
carried, the stockholder would have been given information 
of value in determining the worth of his holdings. 

Aluminum’s earnings statement—or rather a consol 
dated surplus account, which is the only thing available 
is equally valueless. Gross earnings, after the deduction 
of all expenses incident to operation, is given as one item, 
Nothing is said about dollar sales, nothing about tonnage 

sales, nothing about cost of sales, nothing 

about administration expense. There is no 

item for the interest paid. More important 

still, there is no entry covering the com: 

pany’s income derived from its $75,000, 

000 commitment in marketable securities 

and investments. The Allied Chemical & 

Dye Corp. is equally remiss in the informa. 

tion given to stockholders on earnings and 

the money derived from its investments. 

While Aluminum and Allied Chemical 

have been used to illustrate a number of 

points where security holders can right 

fully demand greater details, it must not 

be thought that these companies are the 

only ones that may be criticized in respect 

to a lack of information. There are few 

companies which are entirely blameless, and the individual 

stockholder must hammer at his own corporation on the 

points where it is lacking. The public has a tremendously 

powerful weapon at hand, but so far it has been littl 

used. The Smythes and the Joneses could obtain informa: 

tion to their heart's desire if they merely refused to buy 

any stock or bond on which full details were not available, 

and were not to be made available regularly in the future 

An investor boycott would be something which very few 
could withstand. 

While on the subject of more information for stock: 
holders another point can be made. The information should 
be standardized so far as possible. The accounting methods 
employed in an industry should be the same for every com: 
pany. In the case of the railroads there is an example of 
peifect standardization of accounting methods. The bal: 
ance sheet and earnings statement of any railroad can bk 
compared item for item with the balance sheet and earn: 
ings statement of any other railroad. Such ease of com 
parison is, of course, impossible in the case of certain other 
industries, for the operations of individual companies wil 
vary considerably. Nevertheless, there is tremendous room 
for improvement in this field. 

If there were only greater standardization of accounting 
methods and of security descriptions, fewer Smythes and 
fewer Joneses would be laboring under ‘a ‘misapprehension 
in regard to their holdings. There is, for example, mo e 
cuse for calling something which is virtually a third mort 
gage bond a first mortgage bond. Also, there is an & 
cellent case for demanding standardization in the way im 
terest coverage and earnings per share are reported. This 
is well illustrated in the case of some of the big public 
utility holding companies. Associated Gas & Electric Co. 
Columbia Gas & Electric Corp., and Electric Power & Light 
Corp., among many others, all present their earnings state 
ments in a form which might lead one to believe that the 
debentures of these companies were high grade investments 
because the interest charges on these particular bonds alone 
are covered a number of times over. Yet, when the well 
informed bond purchaser calculates the interest coveragt 
by the conservative “over-all” method, their position is not 
as strongly protected as might have been thought. ! 
North American Co., on the other hand, lumps the it 
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wrest paid on its own debentures with that paid on sub- 
idiary obligations. This seems to us by far the better 
ractice. 

ge the companies mentioned in the correspondence 
ghich followed our previous article on corporate practice 
is the National Cash Register Co. This corporation has 
teen taken to task for its proposal to revamp capitaliza- 
tion. Briefly, it is proposed to consolidate the present “A” 
and “B” stocks into one issue of common stock. The “A” 
tock, which now has voting power only by virtue of cer- 
win provisions in the company’s charter in regard to divi- 
dend omission and a deficiency of earnings, will receive the 
regular voting power of a common stock; while the “B” 
tock, which in times of prosperity has the right to elect a 
najority of the board of directors, will forego this privilege. 
Taking into consideration the terms upon which the con- 
glidation is to be made, frankly, little objection can be 
made to the plan. On the other hand, it must be admitted 
that it is difficult to see where the holders of the “A” 
will receive any material benefit. 

More to the point in the affairs of the National Cash 
Register Co. is the justification for giving the chairman of 
the board a five-year option on 60,000 shares of “new” stock 
at the company’s cost of $489,869.58, interest to be figured 
at 4% less dividends. Also, what of this $164,667.32 due 
from an officer on a collateral note? Whether this can be 
criticized depends upon the collateral, and stockholders 
might well seek more information on this point. If the 
collateral is good, sound, easily marketable collateral, all 
well and good. On the other hand, should it be something 
whose value is not easily determined, or which is not easily 
marketable, or the company’s own stock, or insufficient to 
afford a margin of safety, a thorough explanation would 
seem to be in order. 

Mention of the possibility of a company’s own stock 
serving as collateral for an officer’s note brings up the broad 
question of corporations trading and dealing in their own 
securities. Many do it. For example, the S. S. Kresge Co. 
at the end of last year held 381,824 shares of its own stock 
at a cost of $9,251,453, or $24.23 a share. The current 


open market quotation is around $10 a share and it has 
been as low as $6% a share. At the annual meeting last 
April, it was stated that the stock had been sold on con- 
tract at cost. To whom has it been so sold, and why was 
this done? If the company’s holdings are still intact, they 
currently represent a paper loss of nearly $5,500,000. The 
impairment of the company’s cash position to this extent 
needs to be justified. An explanation should be de- 
manded. 

The Bendix Aviation Corp. affords another illustration 
of a stock market conscious company. THE MAGAZINE OF 
WALL STREET in its issue of June 11, 1932, said:—“It was 
only last fall that the officials of the Bendix Aviation Corp. 
stated in effect that the stock of their company was too 
low and that they were buying it, presumably intimating 
that the public would do well to get aboard too. .... our 
misgivings appear to have been justified. Bendix Aviation 
stock recently sold at $4.50 a share, or roughly one-quarter 
of the price it commanded at the time of the official intima- 
tion. Yet, last month the company omitted its dividend 
for the avowed purpose of purchasing a substantial block 
of stock in the open market. This raises several interesting 
points. A cynic might inquire whether the company’s 
officials bought too much stock last fall, and as to the merits 
of employing the company’s funds to bolster the market. 
: . the more we see of company’s operating in their 
own stock, the more we are convinced that laws—as exist 
in foreign countries—prohibiting such stock market opera- 
tions are to be commended.” 

Even though we assume that Bendix bought its stock near 
the low for the year and that there is a substantial paper 
profit at current prices, it still does not alter the fact that 
the purchase by a corporation of its own stock is open to 
so many abuses that it ought to be illegal. Those in charge 
of a company should do what they are paid to do: run 
the company, and leave the stock market severely alone, 
at least so far as it concerns their stockholders’ money. 

Yet another fertile field for abuse lies in collaterally 
secured securities. Mr. Smythe and Mr. Jones buy bonds 

(Please turn to page 293) 











A Security Holders Protective Association 


There is no doubt that the ethical standards of corporate practice have been improved 
of late years. We recognize that most corporations endeavor to deal fairly with the holders 
of their securities. At the same time the rank and file of security holders are passive and 
represent, if not an actual minority, then certainly an unorganized majority. As a con- 
sequence there are occasional instances when they are victimized and deprived of the 
rights and benefits which are justly theirs. This is obviously not in the interest of good 
business nor sound investment and this publication proposes to continue, even more 
aggressively, the campaign which it has waged for many years to stamp out practices 
which are unfair and to secure the maximum protection for stock and bond holders. To 
these ends, if our readers so desire, The Magazine of Wall Street is willing to aid in the 
formation of a Stockholders Protective Association. Its express purpose would be an 
organized effort to procure the full rights, privileges and benefits to which security holders 
are entitled in any publicly owned corporate enterprise. 

We make this offer tentatively. If you are a subscriber to the Magazine and are inter- 
ested write to the author of this article, Mr. Henry Richmond, Jr. If a sufficient number 
care to take the matter up we will make further announcements in these pages. 
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Lntimate 


Letters of all 


& His New 


WasHIncTON, D. C., December 10, 1932. 
DEAR PERRY: 

I'm glad to see that you appraise me at my proper worth 
as a composite of Dave Lawrence, Walter Lippmann, et al. 
I have long thought that great economies could be effected 

if their functions were concentrated in me, 
as I have none of the defects and all of the 
good qualities of these famous writers. I 
admit that I am over modest and a bit dif- 
fident, but I hope to improve. 

It is painful that your clientele is reduced 
to one person, but at the same time it is pleas- 
ant to know that he is so opulent and credulous 
that he can support you on a winter vaca- 
tion while we, who used to spend good money 
through you, are calculating how long it will 

be before we have no patronage for any- 

thing but flop houses and soup kitchens. 

Yet we have not lost confidence in you; 

if you hang on we'll all be back. I’m just 

waiting for your next circular predicting 
another rise before I return to my favorite 
method of keeping poor. 

Woe is Washington since the President's 
annual and budget messages. The- Christ- 
mas trade has been knocked flat by 
recommendation of a reduction of about 
14 per cent in government salaries. 
Still, in their calmer moment all acknowl- 
edge that the sure way to cure the de- 
pression is to reduce the amount of 

money in circulation. 
Personally I have my 
doubts at times, but I 
strengthen my soul 
in the faith by read- 
ing all the nine- 
teenth century or- 
thodox economists, 
who had the advan- 
tage of writing with- 
out modern facts to 

confuse them. 

I see the market 
reacted favorably to 
the President's ad- 
mission that the cur- 
rent “balanced” 
budget is about 
1,100 million in the 
hole, nevertheless, 
and that the budget 
for next year can- 
not be balanced 
without more taxa- 
tion. Well, I'm not 


surprised; if my memory fails me not, the Stock Exchange 
was wonderfully elated when Britain abandoned the gold 
standard. I suppose that few people have noticed that in 
the old sense of a United States balanced budget we are 
about 2 billion dollars behind this year, and about 15 
billion behind for next year—on the President’s showing— 
without resort to more taxes. The point is that public 
debt reduction is left out of calculation. Interest and 
principal will be paid as in the good old times, but out of 
fresh borrowing instead of income. The aim now, and 
properly so, is to get where we can keep from adding to 
the public debt. Reduction can be left to the good times 
coming. This is no time for sinking cash in a sinking fund. 

Prophecy is risky and full of regrets, but here goes one: 
France will not pay Dec. 15, and Paris and Washington 
will rage and hurl deadly names at each other. Marianne 
France will be the world’s most execrated villainess for a 
few days—until it is realized that the only difference be- 
tween her and Britain is six months. But because of the 
cut he got from the little gold digger, Uncle Sam will forth- 
with plunge into war debt revision, although as this is writ 
ten Congress sweats that not ‘til “the sun grows cold and 
the stars grow old, and the leaves of the judgment book 
unfold” will it consider revision. And Marianne will come 
gaily out of her huff and comment: “Naughtiness is its own 
just reward, n'est ce pas?” ‘ 

Old timers are snickering over the President's naive belief 
that a lot of money can be saved by consolidating bureaus. 
The more consolidation, they say, the more centralized will 
be the demand for bureaucratic spending money. Now 
the bureaus fight to keep each other from access to the 
public cash box. May save a little by consolidation now, 
but more will be spent later. Some of the consolidations 
will be grotesque. But bet on the army engineers keeping 
their present share of public works. Jack Garner is for ‘em. 
So am I. 

Might as well give agriculture everything. Understand: 
ing is that Roosevelt is going to give the Agricul 
secretaryship to one of the professional presidents of 
national associations of farmers—O"Neal, Simpson, Taber. 
Well, that is one way of silencing the agrarian row. With 
their own men as administrators, and their own equalization 
scheme or their own something else to be administered, it 
will be a case of fish or cut bait. If it works I'm going 
to propose that stock brokers be taxed 250 million dollars a 
year (which they can collect from their lucky patrons) for 
an allotment scheme applied to speculation and investment 
processes for the benefit of impoverished speculators 
investors. Maybe that makes you understand why the flour 
millers are not very strong for this particular type of farm 
relief—they must take the cash from the wheat eaters am 
give it to the wheat raisers. 

A big Minneapolis miller writes me that the only relief 
farmers need is a moratorium of legislative schemes to gi? 
them profits.and more loans. yb | 

Watch the rising clamor for debt reduction. Congres 
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will surely do something to ease debt burdens. Debtors 
everywhere are taking the position that their plight is as 
much an “act of God” as if the economic cyclone had been 
an elemental phenomenon, destructive of all assets. 
Activities of locust-swarms of lobbyists are reaching high 
record mark. Changing times, changing governments, 
economy drives, taxes and tariffs are evoking them by the 
thousands. Never saw anything like it. However, it is 


decidedly improving unemployment situation. 

Lame duckers in their mortal agony kicked prohibition 
repeal in the face—but the recrudescence of beer, and per- 
haps wine, does not require a two-thirds vote. The boys 
may be in the steins by Christmas. 


Yours, 
Don. 


New York, N. Y., December 13, 1932. 
Deak Don: 

As you can see by the letter head I am back in New 
York. We have had our first snow-fall and according 
to the newspapers 15,000 of the unemployed are being used 
to clean the streets. I say what this country needs is bigger 
and better snowfalls and a good five-cent box of cigars! 

If you are waiting for my next circular predicting 
another rise in the stock market, look through to-morrow 
morning’s mail, and if you should find among your letters 
an envelope from my firm, don’t be afraid to open it. It’s 
not a margin call. Read what I say about the technical 
position of the market, and buy yourself some stocks for 
a 1933 spring rise. With what, did you ask? Why with 
money borrowed from the R. F. C., of course. My own 
original plan for bringing back prosperity. I say let the 
R. F. C. loan money to individuals for speculation in the 
stock market. This will bring about a tremendous buying 
wave in securities and commodities, stimulate business and 
justify the rise in stocks, etc. Then people can take their 
profits and pay back to the R. F. C. the money they bor- 
towed. Simple and effective. What surprises me is that 
nobody has thought of the plan before. 

, Don, you may be a good political writer, but 
what you don’t know about the stock market, and its past 
behavior would fill Webster's Unabridged and Encyclopedia 
Britannica combined. The Stock Exchange was not elated 
when Britain abandoned the gold standard. We had a 
two-day rally because short selling was temporarily pro- 
hibited, and then when the shorts had covered, even the 
floor of the cellar collapsed. Pardon me for the correction, 
but then I suppose I'll be making some stupid political 
crack one of these days, and you can get even with me. 
U'll bet right now there isn’t one person in five in New 
York City who can tell you right off the bat who was 
elected Lieut. Governor of New York State. I thought not. 

And while I am on the subject of politics, will you please 

me in the name of William Jennings Bryan and Karl 
Marx, who is responsible for the brilliant “red” currency 
idea? One billion dollars to be issued by the Government, 
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to be legal tender, carry a two-cent exchange tax, and 
retired in fifty-two weeks? It sounds so sensible to the 
vox populi that there has been considerable agitation for 
its adoption. Your half-baked political economists must 
think that we are headed straight for Utopia on the 
Millennium Special! Have they ever heard — 
of Gresham’s Law? Do they know that Sag 
bad money drives out good money? Do 
they know that if we have two kinds of 
money, everybody will want only the good, 
and get rid of the bad? Really, old timer, 
I’m not surprised. Some of the ideas which 
were proposed during the last Congres- 
sional session weren't much better. 

Even so, I am feeling a little more op- 
timistic. A few days ago I wrote to one 
of my clearer thinking friends (no offense, 
I assure you) and the reply, bristling with 
satire, contained one paragraph which I am 
passing on to you in the hope that you 
will tear it out, paste it on a piece of card 
board, and nail it up on the Congressional 
Bulletin Board. Here it is: 

“Your cheerful letter reaches me as I 
am, like all of us, slogging through the 
slough of despond. Let the foreigners pay, 
I say; let the farmer pay his mortgage in- 
stallments at once, in cash or gold, 
whichever suits him better; let our noble 
tariff be raised still higher; let us preach 
to the other nations as to their duty to 
us and to their fellow- 
citizens. In other words, let 
us be real Ameri- 
cans. Such are my 
sentiments and I am 
sure they find an 
echo in every pa- 
triotic heart. I do 
not speak of the 
mind, for that or- 
gan, in this country, 
has atrophied.” 

Coming back to 
my own business, 
such as it is, the 
Street was pretty 
blue until last week. 
Not that there has 
an improve- 
ment in the turn- 
over, but worse and 
more of it, we had 
not even had a good 

(Please turn to 

page 300) 
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Part of a Three-Acre Plant Which Can Operate at Capacity and Turn Out an 
Automobile Frame Every Six Seconds With Only 120 Men 


ITH remarkable speed mankind has conquered the 
WV problem of production. Plant after plant, such 
as that of A. O. Smith pictured here, has become 
marvels of virtually automatic, mechanical efficiency. In 
New Jersey a rayon factory nears completion. It can pro- 
duce for twenty-four hours without a single worker, con- 
trolled from a Manhattan office by 
touch of a button. Engineers have 
designed a road-building machine 
which, with six workers, will tear up 
an old street pavement, prepare the 
foundation and lay eight miles of new 
paving in one day. Each such amaz- 
ing advance in production energy 
throws men out of jobs by the score, 
leading not a few serious observers to fear that the flowering 
of the Machine Age spells doom for our present economic 
order. Yet the trend toward mechanization is not new. 
It has been in progress for almost a century. But despite 
the changes wrought, up until the present depression be- 
came acute, the available evidence suggested strongly, at 
least insofar as the United States was concerned, that 
scientific and mechanical gains brought about an ever- 
higher standard of living and in this process provided 
new jobs for workers displaced. Thus, between 1920 
and 1930, a decade of rapid mechanization, the per- 
centage of our population gainfully employed increased 
from 39.4 per cent to 39.8 per cent. Moreover, the 1930 
figure of 39.8 per cent compares with only 34.7 per cent in 
1880. The figures, are those of the United States census. 
While it is conceivable that the trend toward technological 
unemployment has been accelerated in the last three years, 
it is open to question whether this problem has not been 
exaggerated by attributing to it unemployment which will 
ultimately prove to have been caused by temporary factors 
of economic depression. 
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Living On Our Fat 


In the first stages of a 
business depression savings 
tend to accumulate, and 
they may gain throughout 
the usual depression. The 
year 1930 was the high. 
water mark for American 
savings accounts; 1931 fell 
off somewhat, but in 193? 
they have dropped like a 
plummet. On June 30, 
1932, there were about 
7,000,000 fewer savings 
account depositors in the 
United States and almost 
four billions less to their 
credit than a year earlier, 
But that is not the whole 
of the bank deposit story. 
All individual bank ac. 
counts, including savings, 
have fallen in four years 
from 51 billion dollars to 
39 billion. We are liv 
ing on our fat; even with 
the present reduction of 
30 or 40 per cent or more 
in the annual volume of 
purchases, national cur: 
rent income cannot pay 
the bills of existence. 

But even at that money is cheap; the U. S. Government 
is able to borrow short time funds at less than a half of 
one per cent. Good credit is scarce and high, and money 
is plentiful and cheap only for the possessors of unques 
tionable credit. The ordinary citizen finds that his credit 
is poor, and if he can borrow at all he may have to pay 


ings lo 


more for cash than when Wall Street rated it high. 

Some day all that idle money will begin to get a little 
venturesome; about the same time business will be starved 
into greater activity. Then money will again become what 
it properly is—a medium of exchange instead of a re 
pository of wealth—and we will all begin to part with our 
cash and use it as a means of getting rid of what we do 
not want and of acquiring what we do want. In the 
meantime individuals and nations are actually resorting 
to the system of barter long ago discarded because of its 
clumsiness and obvious limitations. It is an ironical reality 
that on the natural basis of trade, which is potential de 
mand measured against supply, there hasn’t been for half a 
century as much occasion for thriving trade as at the 
present time. 


Safety Lies At Home 


Reports of political agitation in Spain for cancellation 
of the operating contract of the International Telephone 
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# Telegraph Corporation in that country have recently 
reacted adversely upon the securities of the company in 
this market. The contract was made under the Spanish 
Monarchy. The effort to break it has originated as a result 
of the overthrow of that government and the establishment 
of a Republic. There can be no doubt of the validity of 
the agreement under international law, regardless of change 
in government. At the intervention of our Department 
of State the matter is now being reconsidered. Whatever 
the outcome, we have an example here of the essential 
hazard involved in foreign investment or in the securities 
of companies largely engaged in foreign operations. Russia, 
of course, is the outstanding example of complete repudia- 
von of all foreign obligations. It is fair to point out that 
in many foreign speculations the risk is at least counter- 
balanced by possibilities of exceptional profit. Those who 
ae not capable or willing to analyze and accept the risk 
should keep their money at home. 


Bootlegging Gold 


Smuggling gold doesn’t sound reasonable until you re- 
flect that the smuggling is outward. Every country in the 
world, except possibly the United States and France, is 
eager to get gold; but for the same reason many of them 
forbid its exportation at will. Canada forbids it. But 
even so, you might wonder what object there would be 
for the owner of gold bullion or dust to prefer to market 
it in the United States instead of Canada, gold having the 
same money value in both countries. But the rub is in the 
fact that money does not now have the same value in both 
countries. You can get as many dollars for an ounce of 
gold in Canada as in the United States, but if you try 
to turn your Canadian dollars into American dollars in 
Canada you will get only 85 of the latter for every hundred 
of the former. This is equivalent to saying that if you 
have gold you wish to dispose of, the price you can get 
in the United States is about 15 per cent higher than in 
Canada—depending upon the ratio of exchange between 


Think About 


the Canadian dollar and the American dollar. So, while 
theoretically all gold mined in Canada stays in Canada, 
except as the government authorizes its export for specific 
purposes deemed to be in the national interest, a consider- 
able part of it, according to reports from frontier towns, 
is being bootlegged into the United States. There may be 
some bootlegging from other countries whose currency is 
depreciated with reference to gold, but a 5,000 mile frontier 
crossed daily by hundreds of thousands of people is not 
easily policed for contraband carried on the person. 


Bad Times Breed Good Government 


When American communities begin to develop a distaste 
or the contents of the pork barrel there is hope for the 


Republic. Here is opulent Southampton, L. I., fighting 
tooth and nail to avoid having a federal building thrust 
upon it by the machine politicians, who have thereby doubt- 
€ss received the shock of their realistic lives. Even more 
‘urprising is the fact that a number of impecunious towns 
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in the West and South have petitioned their Congressmen 
to spare them Federal buildings. Taxpayers are beginning 
to realize that public buildings are not costless, miraculous 
creations. They begin to suspect that they are paying for 
them. <A cattle town in Wyoming might calculate that 
local taxpayers will bear but a tiny share of the cost of an 
ornate Federal building, but they are realizing that a lust 
for public buildings is a part of *the disease of needless 
public charges that has run up taxes everywhere at a pro- 
digious rate. That disease probably already has saddled 
them with local taxes that are unbearable. 

All adversities have their compensating blessings, and 
not the least of them in this greatest of depressions is the 
development of a national consciousness that public waste 
is always a private cost. From this consciousness will de- 
velop a new public interest in government that will be 
something quite apart from casual interest in politics as a 
sport. The citizen vill become more analagous to the 
shareholder in a corporation. Government will become a 
dollars-and-cents proposition to him. He will demand a 
return in the efficient functioning of government in its 
normal duties, and he will not be fooled by a piece of fat 
pork in one pocket derived from hard dollars in another. 
Bad times may give us good government. 


Figures Do Lie 


The Government maintains at Washington a fuel yard 
which purchases and distributes fuel for the requirements 
of various governmental agencies. Its operations illustrate 
the inherent inability of government to conduct business 
operations economically. The fuel yard claimed that it 
was distributing the coal at a cost of 92.8 cents per ton. A 
committee of Congress has been digging into this claim and 
has brought to light some marvelous bookkeeping. Nothing 
is allowed for depreciation of buildings, plant and trucks, 
increased compensation of employes, fire insurance and 
other insurance, personal property taxes, license fees, etc., 
all of which would have to be met and accounted for by a 
private distributor. Neither 
does the fuel yard allow for 
interest on the investment, and 
income and transportation taxes. 
With these items included the 
cost of distribution rises to 
$2.02 a ton, whereas private 
coal dealers have been willing 
to handle the government coal 
at from 78 cents to $1.35 a ton. 

While it is a bit difficult to reckon how private dealers 
can make such low bids, the fact remains that they are 
willing to figure all the items the Government ignores and 
yet undertake to do the work for a charge in the neighbor- 
hood of the Government's own figure or even less. One 
explanation lies, perhaps, in the fact that the Government 
maintains about the same payroll in the yard, winter or 
summer, busy or lolling. The profit system is under fire 
in these days when many serious minded people as well as 
all the cranks in the world are seeking Utopia through its 
abolishment, but nobody has yet found anything to take its 
place as an implement of economy combined with efh- 
ciency. An economist remarked the other day that he 
would favor state socialism if some way could be found to 
let industry choose its own bosses. Nobody in his senses 
wants our industrial bosses chosen by a count of noses, as 
our political bosses are. Profits elect our industrial bosses 
and attain efficiency with economy. On the other hand, 
socialism in Russia is showing to the world the most waste- 
ful economy it has ever seen on a large scale. 
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What To Do With European 
Bonds 


By Dr. Max WINKLER 








MERICAN investors 
in European securi- 


the Kreuger and Toll and 
the International Match 
Corporations included 


ties have, on the 
whole, fared exceptionally 
well. The shrinkage regis- 
tered by all European issues 
outstanding in the United 
States, including even losses 
sustained by holders of 
hopelessly defaulted Rus- 
sian bonds, amounts, on the 
basis of quotations at the 
beginning of the month, to 
only 33.72 per cent—giv- 
ing a $1,000 par value 
bond a market value of 
$662.80, compared with a 
value, on the basis of the 
price at which bonds were 
originally sold, of $941.50. 


Readers’ response to Dr. Winkler’s article on 
South American bonds which appeared in the issue 
of November 12 have urged us to present a similar 
practical discussion for the benefit of holders of 
European issues. The keen insight into the prob- 
lems and financial position of leading continental 
countries which the author exhibits in the present 
article should make it also of very material help to 
those who have asked many times in the past year, 
and are asking now: Shall I sell or hold? In a 
few selected cases this article in the light of chang- 
ing events, even ventures to discuss another ques- 


tion: Shall I buy? 


within the Swedish obliga 
tions, and loans of Yugo 
slavia. 

The following sugges 
tions are submitted in re 
gard to Austrian bonds. 

As a result of restric 
tions against the export 
tion of capital put into ef- 
fect by the Republic of 
Austria, securities sold in 
the U. S. market on behalf 
of the government, prov 
inces, and cities, as well as 
corporations, are in com 
plete default, at least as far 
as American investors are 


In other words, if an 


concerned. 





American investor had pur- 


There it is recommended 





chased, at the time of issue, 

one $1,000 bond, comprising all European government, 
state, municipal, and corporation loans which have been 
sold and are still outstanding in our market, he would have 
paid $941.50. By December 1, a total of $67.40 had been 
paid off with respect to each bond, reducing the original 
cost, theoretically at least, to $874.10 per bond. Had the 
investor retained his holdings, the value of each composite 
bond, aggregating, on the basis of December 1 quotations, 
$662.80, represents a loss of only 24.17 per cent, compared 
with the value of the original bond after allowing for 
the amount redeemed through sinking funds and 
repurchases. 


Defaulted Issues 


Obligations outstanding on behalf of European govern- 
ments, political subdivisions, and corporations, which are 
in default in whole or in part, comprise all Russian issues, 
All Austrian obligations with the exception of the 7 per 
cent League of Nations Loan and the 7 per cent loan of 
1952, all Bulgarian issues, those of Greece, Hungarian 
loans, bonds of the Holland America Line, obligations of 


—- 


that the various Austrian 
debtors deposit to the credit of foreign holders of Austrian 
securities, the amounts necessary for interest and amortiz 
tion, with Austrian banks, in native currency, at par of 
exchange. In other words, for every dollar due an Ameri 
can investor, the Austrian debtor deposits 7 Austrian schill 
ings, the par value of the schilling being 144% cents. Itis 
worth remembering that, in the free market, schillings do 
not fetch more than 10 or 11 cents. Schillings deposited 
with Austrian institutions to the credit of foreign bond 
holders are, however, not subject to withdrawal, and their 
use within Austria is dependent upon another set of regu 


-lations by the Austrian authorities. It is difficult to state 


when the ban will be lifted. 

In the meantime, however, it appears that most of the 
Austrian securities are selling out of line with other for 
eign obligations, the service on which is still being met 
according to provisions of loan contracts. There are ut 
doubtedly many securities in the domestic field which 
could also prove suitable substitutions for the various 
Austrian issues. 

The above comment does not, however, apply to the 
Austrian 7 per cent loan due in 1943, issued under 
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auspices of the League of Nations, and guaranteed in 
varying percentages by the leading European powers, in- 
duding Great Britain, France, Italy, Holland, Switzer- 
nd, and Sweden. 

With respect to the other Austrian government loan, 
the 7s of 1952, sold in the American market last year, 
interest payments have so far been met promptly, although 
the Austrian Government is guilty of a technical default 
consisting of failure on its part to make remittances in ac- 
cordance with the provisions of the contract. While the 
technical default is not likely to be straightened out in the 
very near future, it is nevertheless reasonable to expect 
that interest payments will not be interrupted. 


Bulgarian Bonds 


All Bulgarian bonds held by American investors have 
been sold under the auspices of the League of Nations. In- 
terest on the 7 per cent issue has been paid in’ full, and the 
next coupon, due January 1, is expected to be taken care 
of. With regard to the 7!4 per cent loan, only partial 
payment was made at the last interest date. 

The Kingdom has also put into effect restrictions against 
the exportation of capital, with the result that payment on 
external obligations, including the above mentioned two 
loans, will in the future be made only partly in cash, with 
the balance to be deposited in a special account with the 
National Bank of Bulgaria, to the credit of foreign bond- 
holders, for use within Bulgaria for such purposes as will 
not involve the exportation of funds. 

Inasmuch as the foreign debt of the country, eliminating 
all reparations obligations, is not heavy and the service 
thereon, under reasonably normal circumstances, does not 


constitute a particularly great burden upon the treasury 
of the Kingdom, the retention of Bulgarian issues is ad- 
vocated. At the forthcoming International Conference 
scheduled to be held in London early next year, it is quite 
likely that the problem relating to League of Nations loans 
will receive serious consideration, especially because the 
League is expected to play an increasingly important part 
in the financial rehabilitation of Central and Eastern Europe 
over the next few years. 

The comment made in connection with Bulgarian loans 
applies also to the Greek obligations, service on which is 
being met partly in cash and partly in Greek currency, de- 
posited in a special account at the National Bank of 
Greece, to the credit of foreign bondholders. 


Only One Dutch Issue in Default 


With respect to the Holland America Line bonds—the 
only Dutch issue in default—it is of interest to note: 

At the end of September, 1931, the fiscal agents for the 
bonds were notified that the November coupon should be 
postponed for six months. In connection with this, a Com- 
mittee was formed which—strange ‘though it may seem— 
had been meeting regularly in Amsterdam, in spite of the 
fact that two-thirds of the bonds were sold to American 
investors. It is said that this Committee controls 
about 11,000,000 of the entire 24,000,000 guilders of bonds 
outstanding. It is also said that steps have been taken to 
bring about economies to the amount of about 1,500,000 
guilders per annum, and that provided revenues do not 
change greatly operations for the current year will show 
a surplus prior to depreciation. 

The Committee, at a meeting in Holland, adopted a 








AMOUNT ISSUED 
(Par Value) 


$116,900, 000 


VALUE 
(At Issue Price) 
$109,419,250 


Salient Features of European Bonds 


TOTAL OF GOVERNMENT, MUNICIPAL AND CORPORATE ISSUES OF EUROPEAN COUNTRIES NOW OUTSTANDING IN 
THE UNITED STATES 


AMOUNT 
OUTSTANDING 
(Par Value) 


$102,104,500 


VALUE DEPRECIATION 
(Dec. 1,1982) (In %) 


$56,705,500 40.67 


Luxemburg 
Netherlands 


Rumania 


Switzerland 
Yugoslavia 


* Denotes apppreciation, 





190,000,000 
17,500,000 
33,750,000 

4,500,000 
176,900,000 
4,000,000 
87,000,000 
302,860,000 
1,363,665 ,000 

143,687,000 
38,000,000 
96,198,000 
15,000,000 

345,200,500 
10,000,000 

119,425,000 

198,690,000 

167,575,000 
69,000,000 
75,000,000 
12,000,000 

180,000,000 
30,000,000 
57,250,000 


$3,854,000,500 


172,650,000 
16,750,000 
82,350,000 

4,060,000 
165,712,000 
8,760,000 
81,195,000 
284,830,000 
1,279,628,375 
148,587,000 
35,150,000 
90,090,625 
14,550,000 
828,923,500 
9,250,000 
107,618,050 
198,071,525 
157,161,000 


$3, 628,497,575 


169,614,000 
17,178,500 
29,886,500 

4,353,500 
165,507,000 
3,848,000 
75,494,000 

219,826,500 

1,206,021,000 

143,587,000 
36,695,500 
83,929,000 
12,611,500 

308,773,500 

9,043,500 
56,242,000 

186,926,000 

127,493,600 
66,279,500 
75,000,000 

7,194,000 

175,041,000 
30,000,000 
56,237,500 


$3,368, 887,000 


169,807,500 10.17* 


2,696,500 
27,058,000 
1,676,600 
129,175,500 
1,486,500 
43,097,500 
252,430,000 
588,772,500 
148,253,500 
10,512,500 
19,740,500 
9,080,500 
267,500,000 
7,958,500 
41,342,000 
141,822,500 
65,502,500 
22,203,500 
1,500,000 
5,657,000 
45,807,500 
31,237,500 
11,125,000 


$2,102,149,000 


83.60 
5.90 
57.22 
24,56 
58.85 
40.28 
20.84* 
48.00 
3.25% 
68.70 
74.90 
25.77 
8.03 
4.86 
18,46 
16.47 
46.26 
61.93 
97.96 
18.22 
78,25 
12,56* 
79.10 


33.72 
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plan which apparently American holders are expected to 
accept. The plan covers the-two-year period-up to May 
31, 1934, and provides for part payment of coupons, and 
for the annual redemption of bonds in stock instead of 
cash. The November, 1931, coupon was to be paid in 
cash six months later, but actual payment was made almost 
a year later. The May, 1932, coupon will be paid in stock 
May 1, 1934. The November, 1932, coupon will be paid 
at the rate of 240,000 guilders in cash, and the remainder 
in stock, in May, 1934. All subsequent coupons up to and 
including May, 1934, are to be paid in a similar manner. 

Redemption of bonds, which according to the original 
loan contract was to be effected by annual drawings at the 
rate of 1,500,000 guilders per annum, is to be effected in 
May, 1934, at the rate of 1,500,000 guilders payable in 
stock. At the end of the two-year period, the par value 
of each bond is to be reduced from 500 guilders to 400 
guilders. Every bond of 2,500 guilders, or approximately 
$1,000, will be stamped to read 2,000 guilders, or $800 par 
value. 

For this, each bondholder will receive 3 new shares of 
50 guilders each in respect of each 500 guilders par value 
of bonds. The outstanding capital will be reduced from 
25,000,000 guilders to 2,500,000 guilders; while bond- 
holders will receive altogether 7,200,000 guilders of new 
shares—so that, upon the consummation of the plan, the 
outstanding capital will be 9,700,000 guilders, of which 
7,200,000 will be in the hands of bondholders. 

It is obvious that the Dutch are anxious to obtain «on- 
trol through this plan—hence the Committee’s activities 
are almost exclusively in Amsterdam, leaving the Ameri- 
can investor in the bonds in the lurch, as it were. ‘The 
Committee has also taken it upon itself to assume that 
bondholders have agreed that any amounts that might 
become available should be employed for the purchase of 
bonds for redemption by tender, since with the market 
prices prevailing drawings at par would not be equitable. 
This, it is said, offers the company an opportunity to free 
itself of a comparatively large amount of debt whenever 
it has money available. It is further said that, at a meet- 
ing of bondholders, the plan was carried with a large 
majority. : 

In view of the above, it is our belief that bonds should 
be retained, and that stronger representations be made to 
the Dutch Government, possibly through diplomatic chan- 
nels, to the end that the Dutch corporation adhere to the 
provisions entered into with American investors. 


Hungarian Issues 


Conditions in Hungary continue depressed, and although 
up to now the Hungarian Government and the various 
Hungarian debtors have, owing to the existence of a trans- 
fer moratorium, been depositing Hungarian currency at 
par of exchange to the credit of foreign bondholders, it is 
possible that such deposits will cease, and Hungary's de- 
fault become complete. This may not apply to the Hun- 
garian Government League of Nations 7!/2 per cent loan, 
the retention of which is advocated. The Hungarian Con- 
solidated Municipal 7s and 7!/s are selling at such low 
prices that the sale would hardly seem advisable. The 
Budapest 6s, on the other hand, and the Rima 7s would 
seem overpriced, and we would consequently suggest dis- 
posing of these bunds. Whether proceeds will be invested 
in other European issues, or whether the proceeds will be 
employed towards the acquisition of American securities, is 
a matter which the individual investor will have to decide 
for himself. . 

Soviet Russia will soon be in a position to celebrate the 
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fifteenth anniversary of its first default. Inasmuch as the 
Russian loans sold to and held by American investors— 
the euphemism is employed advisedly—are selling at hardly 
more than souvenir values, it appears that retention on 
that ground may seem desirable. 


Kreuger & Toll 


There has been considerable activity, preceded by op 
timistic comment, in the various obligations of the Kreuger 
and Toll combine. This applies particularly to the »- 
called secured 5 per cent bonds of 1959, interest on which 
defaulted September 1. A report emanating from London, 
to the effect that the Swedish Match Company, most im- 
portant part of the Kreuger Empire, will not ask for an 
extension of the moratorium, is said to be responsible for 
the increased activity in the above issue. 

Careful analysis of the Kreuger and Toll situation, with 
particular reference to the 5 per cent bonds, leads to the 
conclusion that optimism regarding the immediate outlook 
is not well founded. It will be recalled that the 5 per cent 
bonds are secured by deposit of various foreign issues, 
aggregating, at par, somewhat less than $60,000,000. 

The principal issues include Yugoslavia Mortgage Bank 
6% per cent bonds, and Hungarian Mortgage Bank 5! 
per cent bonds, amounting to $22,000,000 and $24,000, 
000, respectively. Inasmuch as interest on these issues has 
already stopped, the value of the collateral may definitely 
be assumed to have shrunk considerably, so that bonds are 
worth substantially less than they were prior to these de- 
faults. 

A computation made by the writer reveals that the 
Kreuger and Toll Collateral gives the Kreuger 5 per cent 
issue a value of not more than 16 cents on the dollar of 
bonds outstanding, so that a market quotation of about 11 
or 12 would be about all that these bonds should sell for. 
Inasmuch as we do not anticipate an early resumption of 
payment on the bonds serving as collateral, we do not be- 
lieve that Kreuger bonds, at this moment, possess the specu 
lative possibilities which some of the sponsors of an ad- 
vance may wish us to believe. 

Since the International Match bonds do not enjoy the 
benefit of any specific security, and since their present quo- 
tation is based primarily upon hope of what might event- 
ually be recovered, it is our opinion that an exchange from 
the International Match bonds into the Kreuger bonds 
should prove advantageous. 


Will Yugoslavia Come Back? 


Yugoslavia bonds held by American investors are 
guaranteed by a first lien on income derived from state: 
owned monopolies which, even in 1932, will amount to 
substantially more than the total bond issue outstanding. 
Coupons due November 1 were not paid in dollars. The 
Yugoslav Government, however, deposited the amount due 
foreign holders, in dinars, at par of exchange. It may 
also be of interest to call attention to the fact that the fiscal 
agents have on deposit about $100,000 towards payment 
due November 1. 

While early resumption of distribution to bondholders 
is not anticipated, it is nevertheless within reason to assume 
that Yugoslavia is likely to stage a comeback in the not 
distant future, for which reason we do not advocate the 
sale of Yugoslav bonds. It seems, however, that an ex 
change from the Yugoslav 7s, as well as the Yugoslavia 
Mortgage Bank 7 per cent bonds, into the 8 per cent bonds, 
at approximately the same level, would be desirable. The 
reasons for this exchange are obvious. : 

(Please turn to page 294) 
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Tentative Improvement in Bonds 


The Resistance Which the Market Shows to 
Adverse News May Indicate Early Buying Level 


By J. S. WitiraMs 


FTER approximately three weeks of moderate but 
A persistent decline in the average price level, the bond 

market at this writing is displaying an appreciably 
firmer tone. Several days of mild rally, indeed, have suc- 
ceeded in recovering some 25% of the loss recorded on the 
immediately preceding reaction. 

There have, of course, been several such rallies interrupt- 
ing the trend of gradual secondary reaction in progress 
since late August, without indicating any significant change 
in the market’s underlying position. The current firmness, 
therefore, can be regarded as only tentatively encouraging. 
Nevertheless, continuation of the present movement will 
bear close watching for possible evidence of completion of 
the recent phase of reaction. 

Only a relatively moderate advance would be required 
to carry the price level above the top of the last preceding 
rally, which occurred during the first half of November. 
Such a movement would for the first time break the down- 
trend clearly indicated over the last three months and thus 
would introduce the possibility of a significant change in 
the general pattern of the market. 


over a period of time. A few such issues suitable for con- 
sideration include Erie consolidated prior lien 4s, Great 
Northern first and refunding “A” 4)/2s, Missouri, Kansas 
& Texas first 4s, Goodyear Tire & Rubber first and col- 
lateral 5s of 1957 and Indianapolis Power & Light Co., first 
5s of 1957. 1 

If one disregards immediate uncertainties as to the trend 
of the market, the broader movement of recent months 
presents some obviously hopeful implications. Above all, 
the low point of the bond market—reflecting forced liquida- 
tion and a condition of panic—is now nearly seven months 
behind us. So protracted a period of time without any 
semblance of a renewal of significant liquidating pressure 
carries substantial assurance of a major turn for the better. 
Moreover, for the entire domestic market, including bonds 
of virtually all classes, the last three months of secondary 
reaction have cancelled only approximately one-third of the 
preceding recovery. 

In addition, even though in a negative way, the manner 
in which the bond market has demonstrated its underlying 
resistance to such disturbing factors 
as the international debt develop- 





Meanwhile, pending further test 
or confirmation of the currently 
more hopeful attitude prevail- 
ing in the security markets gen- 
erally, we see no reason why a 
generally conservative investment 
policy should not be continued. 
Certainly all sound issues should be 
held. Moreover, since gilt-edged 
bonds are at fairly high prices, due 
to the scarcity of supply and the 
limitations imposed upon trustee 
and most institutional buying, the 
action and setting of the current 
market suggest that individual in- 
vestors may well find the early 
future an advantageous period for 
accumulation of sound secondary 

nds—bonds outside of the class 
which has been driven up by 
trustee buying, but on which in- 
terest charges are satisfactorily 
covered and on which in many in- 
stances investment yields of 5 to 
6% can be had. There are many 
such bonds at a price level around 
which discriminating selection 
probably will afford opportunity 


| THE MW.S. Bonp Price AVERAGES 





ments, seasonal recession in most 
lines of industry and uncertainty 
as regards Congressional action on 
Federal fiscal policies, may be 
taken as highly encouraging. In 
the face of these problems sub- 
stantially greater decline in recent 
weeks would not have appeared 
surprising. 

Apparently the much-feared 
problem of our European govern- 
mental debts has virtually passed 
out of the picture as a dynamic 
market factor whether fully dis- 
counted or not. Incidentally, it is 
of interest to note that the recent 
course of these debt developments 
| has had surprisingly slight effect 
upon the trend of foreign dollar 
bonds in this market, even as re- 
gards French bonds. 

As to business, the fact that we 
are so close to the end of 1932 no 
doubt minimizes the market influ- 
ence of the current seasonal decline 
in activity. At this time it is 
possible to sustain hopes that some 











1932 





(Please turn to page 293) 
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HE MAGAZINE OF WaALL~STREET’s Bond Ap- _ relative merit of each is clearly indicated. For those, 
praisals of active and important bonds is pre’ however, who desire to employ their funds in fixed. 
sented in two parts. The sections alternate with income-bearing securities, we have “starred” those 
appropriate alterations and additions, so that holders § which appear to us currently the most desirable on an 
and prospective buyers of bonds may be constantly in- investment basis. Generally, commitments should be 
formed as to the effect of developments in the largest | assumed in accordance with the discussion on the pre- 
number of issues. vious page. 
It is naturally understood that all the issues mem- Inquiries conccrning bonds should be directed to our 
tioned do not constitute recommendations, although the — Personal Service Department. 





Railroads 


Total Amount Fixed Charges 
funded of this times earned} Price 

Company debt issue ——‘—, =————— >" Yield to COMMENT 
(mil’ns) (mil’ns) 1930 1931 Recent Maturity 








Chesapeake & Ohio 
*ist Cons, 5s, 1939 300 4,8 . 104 ; First mortgage on the best part of the sys- 
tem. Highest grade. 
Gen. 44s, 1992 4.3 " 97 J Subject to some $42 million prior liens, 
Ref. & Imp, 4%s, 1995 4.3 . 82 J Subject fairly large prior liens, but sus- 
tained earnings reassuring. 





Erie Railroad 

%xCons. Prior Lien 4s, 1996 Unlikely to be disturbed under any circum- 
stances. 

Junior to prior lien 4s, 

Prior liens total $152 million. 

Junior to the three issues above. 

A well secured bond. 


(ol a) ool aol ol 





Great Northern 
ist & Ref. Ps Mises, 1961 


Gen, ‘‘A’’ 7s, 1936 > 

Eastern Ry. Minn. Nor. Div. “Ast ss, +48. 

Montana Central 1st 6s, 1937 

St. Paul, Minn. & Man. Cons, (now Ist) 
4%s, 7.1.33 


Do Montana Ext. Ist 4s, 1937 
Do Pacific Ext, Ist stg. 4s, '40 


Lehigh Valley R. a 


Even present low earnings should not en- 
danger this issue. 

Subject to about $140 mil. prior liens. 

Strong divisional issue. 

Reasonably strong, 


une, but for possible refinancing difficul- 


party subject Mont. Cent. 6s, 
Secured valuable property and collateral. 


S © |Wmtwrt 


2020 89 wolOR 
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Sound, well-secured issue, 

Junior to issue above. 

Somewhat speculative under present condi- 
tions. 

Medium grade. 

Pledged property is very valuable, 

Better grade, 


“a ltt he me lt 
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Lehigh Valley Rly. Ist 4%s, '40 
Lehigh Valley Term. Rly. Ist 5s, ’41.... 
Lehigh Val. Harbor Term. Rly, Ist 5s, '54 


cal aol aol ad onl an 





Reasonably strong, but road hard pressed. 

Speculative under present conditions. 

Overdue. Deposits being received pay 25% 
cash, balance new notes. 

Outstanding low rate per mile, 

Road’s plight depressing influence. 


Notes 6s, 1982 


Lake Erie & West. Ist 5s, '37 
Toledo, St. L. & W. Ist 4s, 50 


a gd ER Oh a g 
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Strong, well secured issue. 
NC . Junior to the prior lien 4s, 
110 ’36 ; Junior to two issues above. Medium grade. 


29 20 20 
te 
AA 





105 ‘ Well-secured issue. 

105* ° Medium grade under present conditions. 
100 , Hardly investment caliber. 

105 *34* % Unsecured. Somewhat speculative. 


20 89 20 
at at 2 


40-year Deb. 4%8, 1 


Central Pacific Rly. Ist Ref. 4s, 1949.... 
Through 8. L. Ist 4s, 1954 


Interest coverage off sharply. 


Nc 
107% Better grade. 
100 is nie Principal market Paris. Medium grade. 
105 ’°35* ‘ None too strong. 


Nc . Now medium grade. 


$0308 
Dt He 


. 


European Loan 4s 

35-year Guaranteed 5s, 1960 

San Antonio & Aransas Pass. Ist 4s, '48. 679 
Southern Pacific R. R. Ist 4s, '55 ° 105 . Reasonably strong investment issue, 


20 etna 
= 2 








Utilities 


Appalachian Elec. Pwr. lst & Ref. 5s, “— 85 104%* 85 : Reasonably sound holding. 
Ball ‘Tele Power & Light Ist & Ref, 5s, . . 105* 83 ¥ Sound medium grade issue. 
Bell Telephone cf  apareN = . Ret, 
. “O° 6s, 1960 . 9 100 ’57 108 a Impressive earnings record—high grade. 
6. ‘ 105 106 ; Exceedingly high grade investment issue. 
Cincinnati Gas & Elec. Ist ‘‘A’’ 4s, 1968... \é 100 98 Columbia Gas controls—highest grade, 


Commonwealth Edison Ist ‘“‘F’’ 4s, 1981... 88 Strong investment issue, 
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Public Utilities (Continued) 


Total Amount Fixed Charges 
funded of this times earnedt 


Company debt issue 9 -——-‘—, oo 
(mil’ns) (mil’ns) 1930 1981 Callt 





Price 
Yield to COMMENT 


Recent Maturity 











Con, Gas of = “ene 
Deb. 4%s, 1 oc ecdcccccccccccccccces 
Westchester Saehiing 1st 5s, 1950.. ; 
N. Y. & Westchester Ltg. Gen. 4s, 2004. 


106* 100 
NC 107 
100 94 


340 
ae 
10 


cara 
veo 


Unsecured obligations of a strong company. 
Highest class. 
Junior to West. Lighting Ist 5s. 





Nayton Power & Light lst & Ref. 5s, ’41.. 
Florida Power & Light 

lst 5s, 1954 

Deb, 5s, 1951 


9] be 


105* 105 
104%* 


Fd Kakokal 
olanana 


19 


ee 
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Sound investment issue, 


Int. coverage fair only. 
All owned by Am. Pr, & Light. 





Indianapolis Power & Lt. Ist ‘‘A’’ 5s, 1957 


6s, 
Kansas City Power & Light lst 4\%s, 1961. 
Koppers Gas & Coke Deb. 5%s, 1950....... 


alan woloow 
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104* 


105* 
104* 
110* 
103% 
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Reasonably safe holding. 


Prior in lien to issue below. 
Speculative. 

High grade investment, 
Medium grade. 





Massachusetts Gas Cos, 
20-yr. 548, 1946 
Deb, 5s, 1955 
Boston Con. Gas Deb. 5s, 1947 


105 
103 
105 


$0 20 20 


) These issues are equally secured, tho not 


by mtge. Better grade. 
Well protected by restrictive provisions. 





Milwaukee Gas Light Ist 4%s, 1967.. 
Milwaukee Elec, Ry. & Light Ref. Ist 
(now Ist) 5s, 1961 ...... onae 
Montana Power 
Ist & Ref, 5s, 1948............. re ee 
Deb. “‘A’’ 5s, 1962 


1074%4* 
103%* 


105 
104* 


Sound investment issue. 
Medium grade issue. 


Only fairly strong present conditions. 
Junior to issue above and prior Ins, thereto. 





Nevada-Cal. El. Ist Tr. 5s, 1956 

New England Tel. & Tel. 1st ‘‘B”’ digs, 61 
New York Steam Ist 5s, 1951 

Niagara, Lock. & Ont, Pr, Ist & Ref. bs, 155 
North Amer. Lt. & Pr. Deb. ‘‘A’’ 54s, ’56. 


10214* 
100 63 
105* 
105* 
102%4* 
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Represents large proportion total debt. 
Gilt-edged. 

Open mortgage. Better grade. 

Of good investment caliber. 

None too strong holding co. obligation. 





Public Service Corp. of N. J. 
Perpetual 6% Certificates ..... ° 
Pub. Serv. El, & Gas Ist & Ref. she, 67 
xUnited Electric N. J. 1st 4s, 1949 


NC 
10414* 
NC 


PSatsd 
ooo 
go go 20 
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Well secured by stock of subsidiaries. 
High grade issue 
Underlies Public Bervice Ist & Ref, issues. 





Southern California Edison 


Southwestern Beil Tel. Ist & “Ret. 5s, '54.. 


105 


~ 


Prior in lien to the Ref. bonds, 
High grade issue—Interest amply covered. 
High grade issue. 





*xWest Penn, Power Ist “G’’ 6s, 1956 


al died 
= | 00 2020 


3 
3. 
5 
4. 
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High grade investment issue. 








Industrials 





Armour & Co, (Ill.) BR. E. Ist 4%s, ’839.... 
Armour & Co, (Del.) Ist 544s, 1943........ 
Dodge Bros. Deb. 6s, 1940 


def 102% 
def 105 
1.74 107* 


Well secured, but business is hard hit. 
Illinois company guarantees. 


d Earnings Chrysler—Medium grade. 





Goodyear Tire & Rubber Ist & Coll. 5s, ’57 
Illinois Steel Deb. 4%4s, 1 . 
Inland Steel Ist ‘‘A’’ ips, 1978 


2.2 103* 
3.4a 105 
1.7 102% * 


Better grade industrial issue. 


a U. 8. Steel’s earnings, guarantor. 


Strong industrial issue. 





Phil, & Read. Coal & Iron 
Ref. 5s, 1973 . 
Conv, Deb. 6s, 1949 

Phillips Petroleum Deb, 54s, 1939 . 


1.5 105 
1.5 110 ’34* 
def 101%* 


Prior in lien to conv. deb. 6s. 


Speculative. 
Geaneiaaben, albeit not without merit. 





Std. Oil Co. . ‘ Y. (Now a 
Deb. 4%s, 
Std. Oil Co, “Or. J.) Deb. 5s, 1946. . 


al 101* 
3.2 102* 


Strong debenture, despite last year’s slump 
in earnings, 
Industrial nll of the highest class, 





Wheeling Steel Ist & Ref. (now 1st) ‘‘B’’ 
4%s, 1953 | 


def 102%4* 
3.3 105 '34* 


Bordering upon the speculative under 
present conditions. 
Strong issue, though co.’s present earnings 


believed poor. 








Short-Term Issues 





Company 


Amount Fixed Charges 

of this times earnedt Price 
issue ——_—-—_ -— 
(mil’ns) 1980 1931 Callt 


Yield to 
Recent Maturity 


COMMENT 





Bethlehem Steel P. M. & Imp. 58 
Colorado Industrial Co. Ist 5s ....... eee 


Consumers Power Ist & Ref, 58......... a 


25 4.3 1.0 105 94 
28 1.2 def 28 
33 4.5 ae 104 


7.0 


Steel industry bw depressed—Issue now 
but medium 

Guaranteed Colorado Fuel & Iron, whose 
business is hard hit 

Exceedingly high grade issue, 





Cumberland Tel, & Tel. Gen. 58....... Fe 
Edison Electric Til, (Bos.) Notes 5s 


15 3.9m 105 
125 3.2 102 


3.6 
41 


m Earnings Sou, Bell Tel. assuming co.— 


Highest grade. 
Company enjoys a fine credit standing. 





w8an Fran. Gas & Electric Gen. 4148 
Texas Power & Light ist 5s 
Third Avenue R. R. Ist 5s 


5 2.4r 101 
25 2.2 101 
5 1.6 89 


3.5 
4.8 
8.0 


c Earnings Pacific Gas. 


Highest grade. 
Safe investment. | 
Among the stronger traction issues, 








* Our preferences in above list. 


+ Fixed charges times earned is computed on an ‘‘over all’’ basis. 


In the case of a railroad, the item includes , 


interest on funded and other debt, rents for leased roads, miscellaneous rents, etc.; in the case of a public utility it includes interest on funded 


and unfunded debt, subsidiary preferred dividends, minority interest, etc. 
* Indicates that the issue is callable as a whole or in part at gradually decreasing prices. 


at the price named. 


tee 


¢ An entry such as 105 ’36°means that the bond is not callable until 1936 
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CONSOLIDATED GAS OF NEW YORK 











Three Years of Depression Have 


Not Disturbed Stability 


Remarkable Position Shown by 


Metropolitan Operating System 


By Francis C. FuLLEerTon 








N comparison with 

the pronounced 

downward trend of 
general business, the 
Consolidated Gas Co. of 
New York has come 
through three years of 
depression with a record 
of stability which is 
probably without equal. 
If not 100% “depres- 
sion-proof,” it is at least 
remarkably close to that 


business and investment 
ideal. 

















Consider the follow- 
ing facts: Electric sales of the company 
and its subsidiaries during the first nine 
months of 1932 were only 1.7% lower 
than in the corresponding period of 
1931, while gas sales were only 2!4% 
lower. During the same period electric 
output for the country as a whole was 
down 12%, as compared with 1931, 
and gas sales were down 9%. 

Gross revenues for these nine months 
show a decline of 4%, partly due to 
lower rates, and the corporation's net 
earnings were 13% under those of the 
corresponding 1931 period, this shrink- 
age being substantially accounted for 
by higher taxes and increased interest 
charges. In short, it has required the 
maximum force of depression to make 
even a moderate dent in the position 
of this utility giant, the largest, strong- 
est and most compact electric and gas 
system in the world. 

In the case of most companies. the * 
citation of percentage declines in op- 


(erating results, as compared with 1931, 
\ 276 


means comparison with a relatively low 
base, for by 1931 the majority of busi- 
ness enterprises, even in the stable 
utility industry, were feeling a distinct 
shrinkage in earnings from a peak 
which had generally centered in 1929. 
It was in 1931, however, that the gross 
operating revenues of Consolidated 
Gas reached their peak at $242,407,768, 
against $238,758,050 in 1930 and 
$230,997,307 in 1929. Net income 
reached a peak of $69,262,165 in 1930, 
against $66,312,478 in 1929, the mode- 
rate decline to $68,173,923 in 1931 in 
the face of larger gross being caused 
chiefly by lower service rates and 
higher taxes. 

Despite the handicap of reduced 
rates and the inevitable shrinkage in 
commercial and industrial demand for 
gas and electricity, Consolidated Gas 
earned a profit of»$3.03 per share on 
the common stock in the nine months 
ended September 30 or slightly more 
than dividend: requirements for ’ the 





period. Third quarter 

net of only 37 cents a 

Three Years With Consolidated Gas share reflects the fact 

1989 1980 2500 that seasonally this quar 

Gross op. revs. ............+: $230,997,807 $28,758,050 $242,407,768 ter is the company’s 

Net op. income ............. 81,951,565 84,169,841 85,322,879 poorest, yet it must be 

Operating ratio ............ 64.52% 64.75% 64.80% noted that the figure 

Earned on common ......... $4.81 $5.06 $4.94 compares with 49 cents 

Elec, current sale (k.w.h.).. 8,860,166,391 4,191,164,909 4,311,164,386 in the third quarter of 

Sale of gas (M. cu. ft.)..... 48,883,774 49,487,998 42,184,090 1931 and thus marks a 

Sale of steam (M. Ibs.)..... 8,590,802 9,984,873 10,146,488 substantial _ percentage 
Gas meters Dec, $1 ......... 1,195,457 1,153,428 1,329,888 decline. Wed 

Elec, meters Dec. 81 ........ 2,885,772 2,380,420 —s_ 2,468, 482 On present _ indica- 

tions it appears probable 

that earnings for the 


year will be between $4 
and $4.25 per share, equalling or very 
slightly exceeding the $4 dividend 
This narrow margin necessarily raises 
some question as to the permanence of 
the present payment. The answer in 
volves a variety of factors not easily 
subject to forecast. One of these is the 
course of business in the next few 
months. It is worth noting, however, 
that the company’s financial position 1s 
strong, that necessary physical expan 
sion has been substantially taken care 
of for the present and that the divi 
dend policy of the company in recent 
years has been one of generosity. 

For these reasons we are of the 
opinion that the present $4 rate will 
be continued and, if not, that any te 
duction will be modest. This years 
profit of $4 to $4.25 per share con 
pares with $4.94 in 1931, $5.06 m 
1930, $4.75 in 1929, $4.52 in 1928 
and $3.99 in 1927. Thus, 1932 per 
share net may come very near matcir 
ing the average of 1927-1928 
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From the above record it is clear 
that depression has not seriously altered 
the intrinsic position and value of this 
company, yet its stable operations show 
up in amazing contrast to the abnor- 
mally wide fluctuations of investment 
and speculative appraisal accorded the 
sock in recent years. The issue was 
bid up to a high of $182 in 1929. Last 
summer it sold as low as $31.50 and 
recently has commanded a range of 
$53 to $59. 

It need hardly be said that such 
moderate changes as have occurred in 
the affairs of the company provide no 
justification whatever for such a price 
range. Yielding a dividend return cf 
scarcely more than 2%,*the 1929 
high reflected a speculative inflation run 
wild. Yielding more than 12%, last 
June’s low of 31Y reflected forced 
liquidation and fear run wild. 


Investment Aspect 


There is logical reason for believing 
that irrational market appraisals, in 
both directions, have now been put be- 
hind us for an indefinite time and that 
a stable, seasoned stock like Consoli- 
dated Gas is likely henceforth to con- 
form much more closely to a normal 
investment pattern. What its range 
should be is subject only to theoretical 
estimate, but, considering 
all factors, a range of 
from $50 to $75 per share 
certainly would accord 
more nearly with both cur- 
rent actualities and the 
possibilities of the next 
year or so than have the 
more extreme prices of 
boom and panic. At re- 
cent quotations the yield 
of slightly more than 
6.6% appears attractive 
and probably can be re- 
garded as discounting 
whatever possibility there 
may be of a small and 
temporary dividend revi- 
sion in the event of a pro- 
longation of present busi- 
ness levels. 

_The present solid posi- 
tion of Consolidated Gas 
tests upon relatively rapid 
population growth in the 
territory it serves, as well 
a upon a steadily in- 
creased use of electricity 
for domestic and indus- 
trial purposes. It supplies 
the greater part of New 
York City with gas and 
electricity, central Man- 
attan with steam for 
heating and power pur- 
poses, and a large part of 
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Westchester County with electricity 
and gas. 

The company’s electric output has 
approximately doubled since 1926, the 
increase being accounted for in part by 
the acquisition of Brooklyn Edison Co. 
Electric revenues now account for 
75% of the system’s total income and 
there are probabilities of substantial 
additional growth in this division of the 
business for some years to come, even 
though such trend be interrupted under 
present conditions. 

While still an important source of 
revenue, gas sales in recent years have 
tended to become static, amounting in 
the last two years to somewhat less 
than in 1926. They provide approxi- 
mately 21% of the Consolidated sys- 
tem’s total gross revenue. The newest 
division of the system—the supply of 
steam—has doubled in the last six years 
and now accounts for 4% of gross 
revenues. 

As with a railroad, geography is of 
major importance to a utility system. 
The most profitable operating proper- 
ties are invariably found within large 
cities, the concentration of a populous 
domestic, commercial and industrial 
demand within a compact area making 
possible both large gross volume and a 
high degree of operating efficiency. 

Consolidated Gas serves one of the 
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most thickly populated areas in the 
world. This may suggest that other 
utilities have greater room for physical 
growth in the future, but such assump- 
tion is conjectural. With the exception 
of Manhattan, there is no evidence yet 
that New York City’s population 
growth has been checked. While Man- 
hattan’s population declined 18% be- 
tween 1920 and 1930, reflecting the 
increasing dominance of commerce and 
industry in this section and the drift 
of population to suburban territories as 
made possible by improved transporta- 
tion, all other areas served by Consoli- 
dated Gas have had a dynamic growth. 
In some, indeed, the growth has been 
ey times as fast: as that of the 
national population. 


Profitable Territory 


Thus, the population of the Borough 
of Queens, situated on Long Island just 
across the East River from Manhattan, 
has increased by more than 130 pet 
cent since 1920 and the area offers pos- 
sibilities for still further expansion. 
During the same period the population 
of the Bronx has increased 72%, that 
of Westchester County 51% and that 
of Brooklyn 26%. These trends sug- 
gest that for the next few years the 
company’s expansion will be most pro- 
nounced in Queens, the 
Bronx and in Westchester. 

Of equal importance 
with growing population 
as a factor in utility reve- 
nues is the increased per 
capita consumption © of 
electricity. Its’ uses have 
vastly multiplied in recent 
years with the populariza- 
tion of such conveniences 
as the radio, electric re- 
frigerators, washing ma- 
chines, vacuum cleaners, 
sun lamps, etc. Regardless 
of a depression slump in 
public purchasing power, 
the longer future holds ob- 
vious possibilities of still 
greater demand for such 
services. 

The potentialities of in- 
creasing per capita de- 
mand, quite aside from 
population growth, are 
strikingly indicated by the 
trend of electric sales in 
the Borough of Manhat- 
tan. Despite a declining 
trend of population in this 
area, electric output of 
New York Edison, one of 
the chief subsidiaries of 
Consolidated Gas, has in- 
creased nearly 60% in the 
(Please tur# to page 300) 
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Studies in Stock Speculation 


Part I—The Technical Position 


By Freperick K. DopcE 


The various technical factors in the market have assumed 
such importance as to call for consideration by investors as 
well as traders.. As a matter of fact, in times like the 
present, technical considerations rank with fundamentals in 
gauging both the near term outlook and the profitable in- 
termediate swings. Hence, readers will find the series, of 
which this is the first article, of unusual timeliness and 
practical value. The author is one of our own technicians 
whose long experience particularly qualifies him in this 
presentation.—EDITOR. 


RICE movements of securities obviously are directly 
dependent upon the relation between supply and 
demand. So long as demand exceeds supply, prices 

will continue to rise, and conversely, so long as supply ex- 
ceeds demand, the price trend will be downward. Any 
correct forecast of these two forces—supply and demand— 
is therefore equivalent to a correct diagonsis of the price 
movements. In endeavoring to determine which forces in 

immediate future will be the greater, many factors must 

taken into consideration, one of the most important of 
which is the so-called technical position. Probably the most 
general definition that can be given for the technical posi- 
tion is the strength or weakness of a stock, depending on 
whether it is strongly or weakly held. 

When a stock is in strong hands, the inference is that 
large financial interests or insiders, who know of favorable 
developments, have been accumulating the issue because 
they believe it is undervalued and should command ma- 
terially higher prices, and that therefore these holdings are 
unlikely to be for sale in any appreciable amount at 
the current price level. 


down until it reaches a price level at which the well-in. 
formed are willing to reaccumulate the stock. As this 
accumulation proceeds, a strong technical position is again 
developed. 

What is true of a particular stock is also true of the 
market as a whole and it is of obvious value to the investor 
as well as the speculator to develop some judgment as re: 
gards technical position to aid in determining when to enter 
the market. It is just as important to know when to buy 
as it is to know what to buy. 

In determining the technical position it is most valuable 
to know just how a stock is held. Large operators before 
they undertake an operation in a stock, make every effort 
possible to find out the principle holders. For example, 
suppose a bear operator through private sources of in 
formation finds out that 50,000 shares of a certain stock 
are in a bank loan, which will have to be liquidated if the 
issue declines to a certain price. He knows that if he can 
depress the stock to this price, these shares will be thrown 
on the market and he will have no difficulty in covering 
his shorts at a handsome profit. The bull operator, in 
terested in marking up a stock, usually, before he starts his 
operations, spends considerable time and effort in finding 
out where the larger blocks are held, frequently making 
special agreements with important holders to refrain from 
selling while he is conducting his operations. He also en: 
deavors to find out through various brokerage connections 
how great is the floating supply, that is to say, about how 
much stock is held on margin in brokerage houses that might 
be expected to be sold on a rising market. 

For the average investor and’ speculator, accurate in 
formation as to how a stock is held is seldom available, and 
other methods must be 
used to size up the techni- 





With supply from impor- 
tant sources cut off, it is 
probable that, with the 
advént of any news of a 
favorable nature, demand 
will rise and the stock will 
appreciate in price accord- 
ingly. 

When a stock is in 
weak hands, the inference 
is that there has been 
liquidation by important 
holders who are aware of 
unfavorable events pend- 
ing, and the uninformed 

ublic is “holding the 

g.” When rish 
news develops, of which 
the insiders knew before- 
hand, stock held by the 


public is forced on the 
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cal position. In this con- 
nection the record of a 
stock as regards both vol- 
ume and price movements 
is of prime importance, 
and this record can be 
most easily discerned by 
keeping a chart. Charts 
have come into great 
vogue recently, but unfor- 
tunately, there are not 
many people who know 
how to use them correctly 
The so-called “chart 
fiends” develop a complex 
that their charts are im 
fallible, and definitely 
forecast the futures, They 
generally go broke. No 
chart will do these things. 
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chart is simply a history of what has happened, 
from which at times certain interesting inferences can be 
drawn, which together with other factors warrant the con- 
dusion that the chances favor a move in a certain direction. 
It is a percentage proposition. A student of charts and 
other important data bearing on the market, should be 
able, if he is adept at this line of work, to be right more 
often than he is wrong. By adopting the broad principal 
of limiting losses to small proportions and letting profits 
run, it is therefore possible to show reasonably satisfactory 
results from market operations on no better than a 50-50 
correct diagnosis of the 


particularly if the volume has been reasonably heavy on 
the down side, indicating that there were important bids 
in above the previous lows. 

The accompanying chart of the Dow, Jones Averages 
and Drug, Inc., gives a good illustration of a stock acting 
worse than the averages. In September, Drug, Inc., action 
was in line with the averages but starting with October it 
developed more than general market weakness and should 
have been regarded with suspicion which its subsequent de- 
cline amply justified. 

Another important factor in judging the technical 
position is the effect that 
news is having on the 





price trend. One well 
known bear operater was 
wrong five times in selling 
socks short in 1929 before 
he was successful in catch- 
ing the big downward 
swing which easily made 
up his earlier losses and a 
large fortune to boot. 
“Trade with the main 
trend of the market” is an 
expression frequently 
heard, and is undoubtedly 
sound advice. Obviously, 
of the greatest importance 
is to be able to determine 
what the major trend is. 
Broadly speaking, there 
are two methods of de- 
termining this trend, one 
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by a study of the funda- ee ay 


market. Suppose an un- 
expected news item ap- 
pears that has considerable 
bearish significance. Re- 
fusal of stocks to yield 
ground on publication of 
this information is an ex- 
cellent indication that, for 
the time being, at least, 
the technical position is 
strong. Conversely, if 
news subject to bullish in- 
terpretation makes an ap- 
pearance and the market 
fails to show any rallying 
power, the chances are 
that the technical posi- 
tion is not so good. The 
effect of news apply- 
ing to individual issues 


VOLUME 











should always be closely 





mentals such as com- 
modity prices, money mar- 


kets, world conditions, etc., and the other by a study 


of the movements of the stock market itself. In this 
atticle, the latter method only will be considered. Various 
groups of averages are compiled, one of the most widely 
known being the Dow, Jones averages of 30 industrials, 
20 railroads and 20 utilities. In a study of these averages, 
it is well to take into consideration the Dow theory, which 
is briefly to the effect that when the market has established 
a trend in either direction, the continuance of that trend 
is forecast so long as the industrial and railroad averages 
confirm each other and failure to confirm each other in- 
dicates a reversal of the trend in which they failed to con- 

For example, if in a bear market, industrials rally 
through an important resistance point, and the rails are 
unable to rally through this resistance point, it is a signal 
that the major trend is still downward and the rally will 
not hold. In the past two years, the Dow theory has shown 
a high degree of accuracy in forecasting the trend of the 
market, and in a later article, we shall find it helpful to 
examine in more detail the manner in which the Dow 
theory has worked out. 

Once a decision has been arrived at as to the main trend 
of the market the next step is to note the action of in- 
dividual issues. In examining the price chart of a 
stock, it is necessary to compare the market movements 
with the action of the averages in order to determine 
whether the stock is acting: (1) as well as the general 
market; (2) better than the general market; or (3) worse 
than the general market. Suppose, for example, that the 
averages have made a triple bottom, whereas a certain stock 
whose movements are being followed has in each subse- 
quent downward swing failed to go as low as in the pre- 
wlous one, thus showing higher resistance points. This 
stock is acting better than the general market and may be 
expected to give a good account of itself on the next rally, 
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watched by anyone in- 
terested in these issues, and the modern tape-reader, 
who is successful at his profession, will be found mak- 
ing a close study of what effect news is having on 
the tape. 

Perhaps there is no single factor which the public mis- 
judges so frequently as the relation of volume to price. 
Volume is so often the sugar which is used to draw flies 
into the trap that it is essential to take it into consideration. 
Indeed, the expert tape-reader probably makes the majority 
of his decisions as to whether to buy or sell on the basis of 
volume. Unusual volume accompanied by a price advance 
to the inexpert public is nearly always taken as a signal 
to get in, whereas the experienced trader may take it as 
a very definite signal to get out. Large volume after a 
substantial price advance very frequently means at least 
the temporary end of a move. The accompanying chart 
on Montgomery Ward is a good example of a move cul- 
minating in large volume. Here unusual volume with no 
follow through of the price movement at the point where 
the arrow indicates turned out to be a close-out signal. 
Those who did not sell out at this time found themselves 
hung up with the stock for several months before a new 
upward move developed. 

Very few set rules can be given as to how to interpret 
volume on the tape for the reason that inferences to be 
drawn vary greatly with conditions. In a stock market, for 
example, in which the general public is participating heavily, 
unusual volume may advertise a stock to such an extent 
that manipulators, helped by heavy public buying, find 
it easy to run it up considerably higher. Under present 
market conditions, with public participation relatively small, 
an unusual volume day in a stock after an advance should 
be regarded with suspicion. Very frequently it will rep- 
resent temporary distribution of stock purchased lower 

(Please turn to page 294) 
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A Diversified List of Common Stocks 
For Income and Price Appreciation 


This group of stocks is representative of a variety of industries in a favorable 
position. In addition each company has been selected on the basis of its own financial 
strength at present and its record during the entire period of generally adverse con- 
ditions. The average income yield from the group at present prices is somewhat better 
than 6%. With improvement in business as a whole these companies are destined 
for material improvement with a consequent enhancement in the value of their 


common shares. 


Corn Products Refining Co. 





HE experience of the past three 
years shows that no corporation 
can accurately be called “de- 

pression-proof,” but it is true that a 
minority of companies for one reason 
or another have proved able to with- 
stand depression in relatively satisfac- 
tory manner and to retain a substan- 
tial proportion of normal earning 
power. Such an enterprise is the Corn 
Products Refining Co. 

This organization was formed in 
1906 as a merger of various independ- 
ent units and through subsequent ex- 
pansion has become dominant in its 
field. The industry was lifted into its 
first real prominence during the period 
of the World War, when shortages in 
various foods encouraged the exploita- 
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corn. Under present conditions, how- 
ever, the livestock feed by-products 
are not remunerative. 

Largely because of recent gains in 


in the textile industry, earnings of 
Corn Products have taken a moderate 
turn for the better. For the quarter 
ended September 30 net income was 
equivalent to 74 cents a share on the 
common stock, against 63 cents a share 
in the preceding quarter and 64 a share 
in the September quarter of 1931. For 
the first nine months of this year profit 
was $2.03 a share, as compared with 
$2.46 for the corresponding period of 
1931. These figures suggest the prob 
ability of final 1932 earnings of around 
$2.75 per share, or 25 cents less than 








tion of substitutes and thereby gave a 
special impetus to corn derivatives. The 
position attained by the Corn Products Refining Co. then 
has never been relinquished. 

The company has a daily corn grinding capacity of 185,- 
000 bushels in its domestic plants, thus exceeding the total 
capacity of its four largest competitors, and foreign afhli- 
ates have additional capacity of 65,000 bushels a day. 
Derivatives of the various plants include starch, sugar, 
syrups and other products. 

Approximately one-third of the company’s tonnage con- 
sists of such nationally advertised packaged goods as Argo 
starch, for cooking and laundry uses; Karo corn syrup; 
Mazola cooking and salad oil; Linit starch; and Kre-mel 
pudding powder. Another third consists of bulk products 
sold to manufacturers of foods, textiles and other products. 
The other third, employing the residue of the ground corn, 
consists of protein and bran by-products sold as feed for 
livestock. 

Normally, some 60% of production cost goes for corn, 
so that earnings are importantly dependent on the spread 
between the corn price and the price of the finished prod- 
ucts. In this respect the company’s diversification is advan- 
tageous. Sales of branded package goods are relatively stable 
and selling prices likewise can be held with fair stability. The 
bulk it sold to a great variety of other industries can be 
adjusted in price, without undue difficulty, to the cost of 
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the present dividend of $3. This com: 
pares with $3.54 per share in 1931, 
$4.82 in 1930 and $5.49 in 1929. 

Because of a somewhat static tendency in domestic 
operating profits the company in recent years has turned 
to expansion in its foreign interests. -At the same time its 
surplus earnings above dividends have enabled it to build 
up notably strong investment holdings, with the result that 
“other income” increased from $1,212,000 in 1921 to 
$4,786,000 in 1930, thus tending to offset decline in operat: 
ing profits. 

While the company’s extensive foreign interests may 
perhaps be regarded as an element of uncertainty, it #8 
difficult to believe that international frictions can get muc 
worse. Indeed, any change should be for the better. 

Capitalization is simple, consisting of $1,766,000 of 
funded debt, 250,000 shares of 7% preferred stock and 
2,530,000 shares of common. As of December 31, 1931, 
the balance sheet showed “investments” of $32,442,000, 
cash of $8,486,000 and “marketable securities” of $26,976, 
000, the market value of the latter item then being approxt 
mately $15,000,000. This strong liquid position sho 


justify continuance of a relatively generous dividend policy, 
whether the present $3 rate be slightly lowered or paid 
out of conservative recourse to surplus. On its income fe 
turn and possibilities of eventual market appreciation, | 

common stock is recommended as suitable for accumulation. 
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reckless inflation of 1929 and 
the collapse of a few unsound 
pyramids, securities of public utility 
holding companies have unquestionably 
suffered a severe decline in general in- 
vestment popularity. Yet nothing 
could be more absurd than a blanket 
distrust of all such companies. With 
their stocks priced for the first time in 
some years at conservative ratio to cur- 
rent earnings, the stronger units may 
well be given investment consideration 
at this time. 





By recless of the results of the 









one of the best managed and most 
firmly established holding companies in 
the industry, its subsidiaries serving 
some 650,000 customers in 1,300 com- 
munities in nine states. Its largest 
operations and revenues center in Ohio, 
West Virginia, Indiana, Pennsylvania, 
ginia, Kentucky and Michigan. 









a far-flung financial promotion. 


tc business fluctuation. 


rapid recovery in earnings. 





ported in its own pipe lines or tankers. 
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The American Gas & Electric Co. is 


American Gas & Electric Co. 
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AMER. GAS & ELEC. . 





PAID PER SHARE }$ EARNED PER SHARE 


mon stock reached a peak of $18,777,- 
000 in 1929 and receded to $17,112,- 
000 in 1930 and to $14,750,000 in 
1931. The decline has continued in 
1932, net income for the twelve months 
ended October 31 being reported at 
$12,711,000. 

Yet it is striking that the major part 
of the company’s remarkable growth in 
earnings during the last decade has 
been maintained, for earnings of 
around $12,000,000 for 1932 would be 
nearly twice the figure for 1924. The 
October 31 twelve-month profit is 
equivalent to $2.55 per share on the 
company’s common stock, against $3.98 
per share for the preceding twelve- 
month period. While this is a sub- 





; 193! 





EARNINGS ESTIMATED ™DIV'DS. DECLARED PAYABLE IN 1932 


oR stantial shrinkage, it is reasonably well 


discounted by an equally wide shrink- 








New Jersey, Vir- 


Thus, it will be seen that this holding company is neither 
a security pyramid in the ordinary sense of the term nor 
It is merely a necessary 
corporate form for the centralized management of a num- 
ber of subsidiaries whose aggregate operations center in 
the industrialized mid-west area of the country. 

Inclusion of the word “Gas” in the name of the com- 
pany is misleading. The gas and traction properties in- 
cluded in the system years ago have long since been 
disposed of and the company is one of the few large units 
dealing exclusively in electricity, which is more profitable 
than gas, even though the latter is normally less subject 


While the public utility business possesses an earnings 
stability far superior to that of virtually all other industries, 
it is, of course, by no means immune to depression. Since 
the operations of American Gas & Electric center in so 
highly industrialized an area, it is natural that its profits 
should have been seriously affected. Conversely, however, 
an eventual industrial recovery will mean a proportionately 
Profits available for the com- 





age in the market appraisal of the stock. 

This issue is currently selling around $30 per share on 
the New York Curb Exchange. It pays a cash dividend 
of $1 annually and a stock dividend of 4%. While the 
cash yield is only 3.3%, it appears to be rendered un- 
usually secure by an earnings coverage of some two and 
one-half times even under present acutely depressed con- 
ditions. Expected continuance of the 4% stock dividend 
will bring total yield to an attractive level. 

Through this policy of paying only small cash dividends 
the company was able to refrain from new financing dur- 
ing the boom. It has “ploughed back” the major portion 
of earnings into its properties, thus steadily increasing the 
asset values behind its securities. Also as a result of this 
policy, its current financial position is unusually strong, 
cash and security holdings being more than $32,000,000 
and current assets of the consolidated system exceeding 
current liabilities by more than three to one. Funded debt 
is moderate and prior charges are at present amply covered. 

Selling at but little more than ten times current annual 
earning power, the common stock offers considerable possi- 
bility of appreciation. Its normal market movement being 
somewhat volatile, accumulation is suggested on a scale- 
down basis in periods of price reaction. 





HROUGH a broad expansion of marketing outlets, 

the acquisition of additional producing properties and 

extension of its pipe line system, Atlantic Refining 
has been able to substantially reduce operating expenses, 
lower the cost of raw materials and strengthen its com- 
petitive marketing position. While formerly its activities 
were largely confined to the production of gasoline and 
lubricating oils, it now produces and markets both at home 
and abroad a practically complete line of petroleum prod- 
ucts, a considerable percentage of which are derived from 
crude oil taken from the company’s own wells, and trans- 


Products are now 


marketed in Pennsylvania, Delaware and other states along 
the Atlantic Seaboard and in a number of foreign countries. 

While greater diversification has been achieved by this 
company, still its most important interests are in refining 


Atlantic Refining Co. 


and sale of petroleum products, rather than in the produc- 
ing end of the business. As a consequence, the pro-rata 
control of crude oil production with a consequent increase 
in the price of crude oil at the wells, has been a somewhat 
unfavorable development to the company, for the reason 
that the margin between posted prices for crude oil and the 
market value of the finished products has been reduced, 
and for a period this year was less than at any time for 
several years past. This situation is reflected in earnings of 
Atlantic Refining for the quarter ended September 30, 
1932, when 39 cents a share was earned on the stock, com- 
paring with $1.08 a share in the preceding quarter. How- 
ever, this situation is only likely to be of a temporary 
nature, for if crude prices are stabilized any length of 
time, it will almost surely follow that stabilization in refined 
products will also take place. (Please turn to next page) 
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Despite the recent difficulties in the gasoline market, At- 
lantic Refining will have a fairly satisfactory year, the nine 
months ended September 30, 1932, showing $1.58 a share 
earned on the common stock. This compares with 19 
cents a share earned in the full 1931 


true that it still has to purchase a considerable amount of 

its crude oil requirements, but as proration restrictions ease 

in the territory where its properties are located, particu. 

larly those in East Texas, it will be able to supply the 
greater portion of its needs. 





year, $1.02 a share in 1930 and $6.20 
a share in 1929. 

Although $22,000,000 was expended 
for various improvements in 1931, the 
company continues in excellent finan- 
cial condition. As of June 30, 1932, 
current assets totalled $42,045,000 com- 
pared with current liabilities of $7, 
029,000. Included in current assets 
was $6,200,000 in cash and market- 
able securities. Capitalization consisted 
of $14,000,000 funded debt and 2,- 
664,345 shares of stock with a par 
value of $25, on which dividends are 
being paid at the rate of $1 per share 
per annum. 

The recent sharp downward revision 
of earnings of Atlantic Refining due to 
the present price structure should not 
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ATLANTIC REFINING CO. 
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Atlantic Refining was organized jn 
1870 and long was a unit of the orig. 
inal Standard Oil Co. It has operated 
as an independent since 1911. Both 
the president, W. M. Irish, and chair. 
man of the board, J. W. Van Dyke, 
have been associated with the company 
for nearly thirty years. The main re. 
finery, located at Philadelphia, has a 
daily capacity of 50,000 barrels of 
crude and three smaller plants at 
Franklin, Pa., Pittsburgh, Pa., and 
Brunswick, Ga., can handle an aggre. 
gate of 22,000 barrels. During 1930 
an interest was acquired in Hydro 
Patents Co. formed by Standard Oil 
Co. (New Jersey) and I. G. Farbenin- 
dustrie (Germany): to hold patents 
covering their new hydrogeneration 
process of making gasoline. 


ed 








be considered as anything in the nature 
of a permanent situation, nor should it 
detract from the long pull possibilities of this issue. The 
company appears adequately situated to benefit promptly 
and substantially from any material improvement registered 
by the oil industry at large. At the present time, it is 


Earning power and financial strength 
warrant the opinion that the present dividend rate of $1 is 
reasonably well protected and at present levels of 16, yield- 
ing about 6.2%, the stock appears not only reasonably 
priced, but subject to further appreciation. 





Continental Can Co. 





HE Continental Can Co. holds a 
strong position in an essential 
industry. Its earnings have 

shown substantial resistance to the 
pressure of acute economic depression 
and are sufficient to cover the present 
dividend of $2 a year. Its financial 
position is notably strong and liquid. 
Its sole capital obligation consists of 
1,733,345 shares of stock, there being 
no funded debt, no preferred stock and 
no bank loans. 

These factors warrant investment 
consideration of the stock by buyers in- 
terested in an equity which offers not 
only a satisfactory current income re- 
turn but which also holds the reason- 
able probability of appreciation in 3 


PRICE SCALE 
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CONTINENTAL CAN ©. 


PAID PER SHARE 


in reaction since September, Continen- 
tal Can has persistently held its major 
rally and, indeed, has recently sold at 
39, or moderately above the best quota: 
tion established when speculative en- 
thusiasm was at its 1932 height in 
August and early September. What- 
ever the significance of this perform 
ance, it has not involved the excited 
fluctuation or the suddenly accelerated 
volume usually associated with mere 
manipulative operations. 

Continental Can is the second largest 
manufacturer of tin containers, operat: 
ing 39 plants in this country and Cuba 
and maintaining working connections 
with associated interests in England 


iw ——|932*— and France. Approximately 70% of its 





market value, given a general turn to 
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output consists of packers’ cans, which, 
while by no means immune to general 








even moderate business improvement. 

Before undertaking a brief analysis 
of this corporation’s status and background it is perhaps 
of immediate interest to note that Continental Can stock 
at this writing has for more than three months exhibited 
an unusually favorable pattern of market behavior, coincid- 
ing with indications of a sales and profit improvement 
which, while moderate, is suggestive of a possibly significant 
turn for the better in the company’s affairs. 

The stock's high for the year was 41,- established last 
March, and its low was 17%, reached in June. At the top 
of the August-September rally the issue reached 353%. 
These fluctuations did not differ substantially from those 
of the general market level. But whereas the average in- 
dustrial stock has cancelled some 50% of the summer gain 
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business conditions, are in larger meas 
ure dependent on normal variations in the food pack. 
Hence, demand for packers’ cans is relatively stable, as 
compared with that for the majority of industrial products. 
General line containers account for 30% of the Continental 
output, a smaller proportion than in the case of its larger 
rival, American Can. 

The present company was formed in 1913 as a merger 
of several independent companies and its policy up to the 
present has been one of continuous conservative expansion, 
chiefly by acquisition of established and favorably situated 
plants but also by some new construction. This entire pro 
gram has been financed out of conservative issuance of stock, 
both for physical assets and cash. 
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Continental Can’s growth has’ been especially notable 
since 1925, net property account increasing from slightly 
less than $20,000,000 in that year to approximately $47,- 
000,000 at the close of 1931, while earned surplus in the 
sume period increased from less than $6,000,000 to more 
than $17,000,000. Current assets, including $9,225,000 
cash, are $32,589,000 and current liabilities only 
$1,883,000. 

The company’s upward trend in earnings, consistent for 
a decade, reached a peak at $8,967,702 in 1929. It was 
little changed in 1930, but dropped to $5,670,699 in 1931. 


_— 


Quarterly earnings are not reported, but twelve-month 
profits reported September 30 were $4,470,850, or $2.58 
per share and there is reason to believe that the result 
for the fiscal year ending December 31 will be moderately 
higher than this figure. The recession from 1929 is sub- 
stantial, but it is worth noting that it merely carries Con- 
tinental Can earnings back within approximation of the 
average earnings for the years 1923-1928. Yielding 5.5% 
at recent quotations, the stock is recommended for purchase 
in conservative lots in any early periods of markets re- 
cession. 
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Safeway Stores, Inc. 





N point of gross sales, Safeway 

Stores, Inc., is now second only to 

the Great Atlantic & Pacific Tea 
Co. in the chain grocery field. The 
company is operating some 3,400 stores 
and is doing a gross business of about 
$220,000,000 a year. 

As is the case with every chain gro- 
cery in the United States, expansion 
has been the predominant characteris- 
tic of Safeway Stores, Inc. It was 
incorporated in 1926 as a holding com- 
pany and took over the operation of 
some 400 stores in California. It has, 
therefore, grown to more than eight 
times its original size in the compara- 
tively short space of eight years. The 
company’s greatest single step was the 
acquisition of the MacMarr system last 
year. This embraced about 1,400 
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SAFEWAY STORES.INC. 
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the per-share earnings on the company’s 
common stock were greater in each suc- 
ceeding year; showing that the company 
was successfully passing the test of 
whether or not its growth was sound. 
The depression, however, not un- 
naturally marred to some extent 
this record. Per-share earnings for 
1930 fell to $4.82 from the $9.02 
shown in the previous year, although 
in 1931 there was a recovery to $6.34. 
For the first six months of this year, the 
company reported earnings after pre- 
ferred dividends equivalent to $2.79 a 
share compared with $2.61 a share for 
the corresponding previous period. 
There is evidence that the business 
has been somewhat less satisfactory 
since the middle of the year. Sales fig- 
ures, which are published every four 








stores. While Safeway’s outlets—the 

majority of which have meat markets—are located for the 
most part west of the Mississippi, the company is also rep- 
resented in Hawaii and Canada and on the Eastern Sea- 
board. There is every reason to believe that the company 
proposes to expand yet further as soon as general conditions 
permit. At the present time conditions do not warrant the 
taking of important steps in this direction, although new 
stores are continually being opened. Others, however, are 
being closed. Particularly has this been true of the territory 
where the MacMarr system conflicts with the original Safe- 
way system. 

Behind the front of any chain store there is, of course, 
a manufacturing, storage and distribution system. Safe- 
way’s factories, bakeries, creameries, warehouses and trans- 
portation units show every evidence of being well managed. 
It is indeed, the system behind the scenes which gives chain 
stores their advantage over independent retailers. 

Safeway publishes a balance sheet only once a year. At 
the end of 1931, capitalization consisted of $9,961,500 in 
7% cumulative, convertible preferred stock of $100 par 
value, $5,915,000 in 6% cumulative preferred stock, and 
800,350 shares of no-par common: stock. There was also 
outstanding a small amount of subsidiary preferred stock 
and insignificant real estate mortgages. Current assets 
totaled more than $30,500,000, including cash of more than 
a while current liabilities amounted to $7,- 

The company’s past earnings record is a good one. While 
the law of diminishing returns can almost always be trusted 
to plague the expansionist, in the case of Safeway it was 
inoperative between 1926 and 1929. The number of stores 
increased. Yet, sales per store actually increased also and 
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weeks, show a reasonably small, albeit 
steady, decline. Moreover, at the last dividend meeting on 
December 10, the rate on the common stock was re- 
duced from $5 a share to $3 a share. On the new 
basis, the stock at current price of $40 a share yields 
72%. . On the other hand, it is only fair to point out 
that when announcing the reduction the president stated :..— 
“For all practical purposes our dividend policy must be 
decided a year in advance. When establishing the dividend 
rate for the coming year the directors felt it prudent to fix 
it at a figure which, in all probability, can be comfortably 
maintained and at the same time out of current earnings 
provide for the further development of the business. , 

It was felt that the company by spending large sums on 
improvements and in the opening of additional outlets 
would make a constructive contribution toward the restora- 
tion of better business conditions and the relief of unem- 
ployment in the territory in which it operates.” 

The first part of this statement made by the company’s 
president is practically an assurance that the new dividend 
is safe for at least a year except for thoroughly unexpected 
adverse developments. With this assurance the yield 
afforded by the stock must be considered a liberal one and 
well worthy of an investor’s attention. Particularly is 
this so when consideration is given to the fundamental 
nature of the business and the management's enviable 
past record. People have to buy groceries. The only 
thing which can thoroughly disrupt the chain store gro- 
cery business is ill-considered, class legislation. Discrimina- 
tory chain store taxes are now in effect in certain states 
and have been upheld by the courts, but that the move- 
ment can be carried to the point where it actually 
endangers the life of the chains seems somehow improbable. 
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An Interesting Offer 


American Superpower Corp. is a 
public utility investment trust. Among 
its principal holdings are common, pre- 
ferred stock, or warrants of United 
Corp., Commonwealth & Southern, 
Niagara Hudson Power, Consolidated 
Gas of New York and Electric Bond & 
Share. The senior capital obligation 
of American Superpower is its $6 first 
preferred stock which has been in the 
course of retirement for some time. 
There are now about 465,000 shares 
of this stock outstanding and their asset 
value, based on current market values 
for the company’s holdings, is consid- 
erably in excess of $100 a share. The 
company, however, wishes to retire still 
more of this stock and is making an 
offer, good until December 27, to ex- 
change the 274,678 shares of United 
Corp. $3 preferred stock held in its 
portfolio for 137,339 shares of its own 
$6 first preferred, tenders to be ac- 
cepted in the order of receipt, two 
shares for one. From the current mar- 
ket standpoint there is no advantage 
in accepting the offer. American 
Superpower first preferred at $67 a 
share is about double the price of 
United Corp. preferred. Other con- 
siderations, however, make for the be- 
lief that the offer is a thoroughly fair 
one and that it should be accepted. By 
making the exchange, the investor will 
have to accept no decrease in income. 
At the same time he will obtain a se- 
curity—though of the same general 
class—which is one step nearer the ac- 
tual operating companies and whose 
dividend may be considered somewhat 
more assured than that of the stock he 
is asked to surrender. 


Of Interest to Investors in Copper 


Investors in copper securities have 
undoubtedly read in the press of the 
failure of the recent conference which 
was held in New York. It seems, 
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however, worthwhile td review briefly 
the fundamental causes of the trouble. 
Faced with mountainous stocks, and 
copper quotations continually plumb- 
ing new depths, why will the producers 
of the metal not agree to curtail pro- 
duction in accordance with their capaci- 
ties in order that prices may eventually 
rise to really profitable levels? Briefly, 
it is because a sufficiently drastic cur- 
tailment of production would mean 
that operations were on so small a scale 
that no one could make any money. 
As in any business, a reasonable rate 
of activity is essential. Yet, given the 
opportunity to operate at a fairly high 
rate, the African producers can still 
make money at even current prices. 
They consequently demand quotas to 
which the American producers, all of 
whom have higher costs, cannot agree. 
The Africans, of course, have the whip 
hand with a vengeance, regardless of 
whether the Americans agree with 
their demands or not. This country 
appears to have definitely lost control 
of the world copper market. _It could, 
however, by raising the tariff keep its 
home market to itself, though this 
naturally would be at the expense of 
the consumer. Even so, from the 
point of view of a holder of copper se- 
curities, the outlook is not bright. 


A Little Known Enterprise 


How many investors know that the 
bread they eat, in all probability, has 
been subjected to two curious processes 
—the Novadel process and the Agene 
process? The first of these, by the in- 
troduction of an entirely harmless sub- 
stance, oxidizes the natural coloring 
matter in the flour and gives it that 
snow whiteness which is so much in 
demand today. The second process 
matures the gluten in the flour without 
which lengthly storage would be neces- 
sary to give flour its best baking quali- 
ties. The Novadel-Agene Corp. con- 

















trols the American and Canadian rights 
to both these processes and has proved 
more than ordinarily profitable. The 
company’s earnings have risen from 
a low of $2.99 a common share in 1928 
to a peak of $6.33 a share in 1930. 
Last year $5.77 was shown. Listed on 
the New York Curb Exchange the 
common stock of Novadel-Agene is 
currently selling around $45 a share, 
not far from the high for the year. The 
common dividend was recently raised 
to $1.25 a share quarterly from the 
$1 which was previously paid. 


What to Do With Non-Dividend 
Paying Preferreds 


During the past three years of de 
pression dividend payments on a large 
number of preferreds have become 
highly uncertain. Indeed, in many 
cases dividends have actually been 
omitted. It has been observed that in- 
vestors holding the preferred stocks of 
companies whose earnings have dropped 
precipitously are usually inclined to 
view the future with equanimity until 
the dividend is on the point of being 
passed, and then they become panic 
stricken. As a result they sell and fre: 
quently obtain the worst possible price 
for their holdings. How much better it 
is for the individual to have a definite 
idea of what the stock means to him. 
If it has been purchased as a true in 
vestment, with safety of principal the 
prime consideration, something els 
should be substituted, regardless of loss, 
at the first sign of material impairment 
in earning power. If it has been pur 
chased solely for the income it affords, 
it is likewise better to dispose of it, at 
the first sign of the income being cut 
off. On the other hand, if the stock 
has been purchased as a speculation 
whether the dividend is passed or not 
makes little difference one way or at’ 
other. It is, however, usually a poor 

(Please turn to page 306) 
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Taking the Pulse of Business 


— Industry Encounters Year End Lag 


— Security Trend Encouraging 


— New Orders Gain 


caps and uncertainties 

with which business is 
now contending, all four 
curves of the Barometer still 
point to a continuation next 
year of the slow recovery 
which set in last summer. 
Stocks and bonds have rallied a little since our last issue, 
despite the foreign debt muddle and the convening of 
Congress, thereby displaying notable indifference to possi- 
ble adverse action upon momentous economic problems 
which are now pressing for solution. There is for example 
a present disposition to anticipate some further progress 
toward balancing the Federal budget. There is a growing 
appreciation too of the probability that other factors are 
more responsible than the war debts for the irregularly 
downward trend in staple commodity prices. Even if the 
war debts were cancelled altogether, the price structure 
would still be subject to excessive international competition 
in the production of basic commodities at a time when 
consumption is at a minimum in consequence of the abnor- 
mally slack demand for what the Federal Reserve Board 
has aptly termed, “durable goods.” 

Persistent weakness in raw material prices is admittedly 
a serious drag upon business progress, though not an in- 
surmountable obstacle to ultimate recovery; for we have 
enjoyed prosperity on several occasions in the past while 
commodity prices were sagging, and long periods of healthy 
business when they were stable at relatively low levels. 
With live stock, cotton and grain now selling at or close 
to the lowest levels in American history, the resulting lost 
purchasing power of our farming population obviously 


Ee face of the many handi- 


— Commodity Prices Sag 


— Metal Industries at Low Point 


makes the weakness in agri- 
cultural commodity prices a 
greater hindrance to business 
recovery than the price 
slump in mine products; 
since the latter disturbance 
would be eliminated auto- 
matically by » resumption of 
new construction work. As a direct consequence, more- 
over, of the long decline in prices for products of both 
farm and mines we find the world greatly overburdened 
with debts, both public and private, which will have to 
be scaled down gradually to conform with the lower com- 
modity price level; but such adjustments should not stand 
in the way of ultimate recovery. 

These are some of the difficulties which are likely to 
make the journey back to normal times a slow and arduous 
one; but it is perhaps just as well not to dwell further upon 
the negative side of the picture least one overlook the posi- 
tive. If we cast aside apprehension and turn to present 
facts, it will be observed that the self healing processes of 
normal economic forces have already started us upon the 
road to recovery. This is evident from the Cost of Business 
Credit line, which could not remain at such a complacently 
low level if bankers anticipated any nearby drain upon our 
gold reserves; from the sharp gain recorded last month 
in the volume of New Orders, which discloses that respon- 
sible executives are anticipating somewhat better conditions 
next year; from the continued rise in our Business Activ- 
ity index, in the face of serious political uncertainties at 
home and abroad; and from the fact that prices for leading 
stocks and bonds still hold well above the extremely low 
levels established last summer. Of course present con- 
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ditions in many lines are still bad, and the nearby outlook 
none too encouraging, as will be gathered from the follow- 
ing brief survey of a few individual industries. 


The Trend of Major Industries 


STEEL—Steel mill operations continue to taper off in 
the manner customary at this season of the year, and are 
now running at only 15% of capacity. In view of the 
present dearth of new orders from leading consuming 
industries, it would occasion no surprise if last summer's 
record low operating rate of 12% were duplicated during 
the holiday weeks; so that steel companies, for the most 
part, will probably report the poorest earnings for 1931 
that have ever been experienced in the history of the 
industry. Unfortunately, the outlook for 1932 is still none 
too reassuring. There will be some seasonal pick-up in 
activity during the first quarter under the stimulus of rising 
automobile production and preparations for the rather 
meager volume of new building operations which are under 
contemplation for next summer; but railroad buying of 
rails and equipment steel must wait upon a revival in 
earnings, and little business can be expected from agricul- 
tural implement makers until our crops command higher 
prices. 

METALS—Now that the conference of world copper 
producers has disbanded without agreement, it seems that 
operations of the industry for some months to come will 
be controlled only by the law of the jungle. Prices for 
the refined product, both here and in Europe, are even 
now down to the lowest level on record, and present 
prospects point to yet lower prices until higher cost pro- 
ducers are forced to close their mines. Among other non- 
ferrous metals conditions are not quite so chaotic; but pro- 
duction is still excessive in comparison with the current 
demand, so that the prices for lead, zinc, tin, and silver, 
must continue to sag irregularly until the world emerges 
from the present depression. 

PETROLEUM-—Since our last issue, the Texas Railroad 
Commission has again reversed itself and reduced the 
allowable daily output in that state to 797,745 barrels. 
Credit is due the Commission for thus recognizing the 
need for further curtailment; but its regulations can be 
regarded only as 


the earnings of leading producers might be adverg 

AVIATION—Large increases in the volume of trafic 
have of recent months tended to somewhat more than offs 
low rates, so that a few of the stronger air transport com. 
panies are actually earning a little more than last year 
Miles flown are reported as about 5% fewer than a year 
ago at this season; but this is much more than offset by a 
60% rise in number of passengers carried, and by an in 
crease of several hundred per cent in express business. 
On the other hand, producers of aircraft are mostly opera 
ting at heavy losses. Sales are running about 40% behind 
last year and, with almost no current demand for private 
planes, a number of manufacturers would be compelled to 
close down were it not for Government orders, which this 
year will be responsible for about 60% of the total pro 
duction. 


ICE—Owing to somewhat lower average temperatures 
last summer, during which season 70% of ice sales are 
made; and because of inroads into sales resulting from 
lower public purchasing power, and the installation of me. 
chanical refrigeration; it is estimated that the earnings of 
leading companies in this field will average about 25% to 
30% less than last year. The longer term outlook in this in- 
dustry is considerably beclouded by the prospect of growing 
competition from mechanical ice boxes, and dry ice; » 
that at least one of the major companies has begun to 
diversify its activities into other lines. 


COAL—Soft coal stocks in consumers’ hands are about 
20% lower than last year, but consumption has fallen of 
by like amount; so that few producers are able to report 
profits. During the past few weeks there has been a rela: 
tively heavy movement of coal to replenish stocks for the 
winter, which accounts for a considerable portion of the 
recent rise in car loadings, and has proved of distinct bene- 
fit to the principal coal carriers. 


Conclusion 


While the foregoing detailed inspection of conditions as 
they are today in leading lines of business activity can 
scarcely be regarded as very comforting, more encourage: 
ment may be derived from our business indexes as shown 
on the Barometer, which show some improvement already 

and offer hope 








that the new year 
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THE TREND OF COMMODITY PRICES 


U.S. DEPARTMENT OF LABOR INDEX ~1926=100 


Changes in Major Commodity Price Groups for the 
Fortnight Ended December 10, 1932 
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1931 Indexes 1982 Indexes 
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19.5 14.7 
30.2 Copper 57. 23.8 
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The Readers’ Forum belongs to the readers of THE MAGAZINE OF WALL STREET 
and is intended exclusively to serve them in the discussion of problems of general 


investment interest. 


This department welcomes and invites contributions from its 


readers without imposing rigid restrictions as to their choice of subject matter. Stories 
of personal experience with, or personal opinion upon, investment problems, are 


particularly appropriate since they often are of interest to many. 


The services of 


this department also are available for answering investment questions of general 
interest excluding inquiries regarding the position or prospects of individual securities. 








Must the Dollar Be Revalued? 


Fear of Early Inflation Is Not Justified — 
An Unorthodox View On Federal Finances 


Editor, READERS’ FORUM: 


I am a subscriber to THE MAGAZINE 
oF WALL STREET, and have been for 
a long time. And as such I am taking 
the liberty to write you for the follow- 
ing information. 

I am very much impressed with your 
article “What Can Be Done to Liqui- 
date Private Debts” which appeared in 
the October 1 issue of THE MAGAZINE 
oF WALL STREET. You have con- 
vinced me that some form of monetary 
devaluation is necessary and that the 
government will have to resort to it. 

What I am especially interested in 
knowing is just this: What specific 
recommendations can you make which 
will enable one to protect and conserve 
what he has left from the crisis from 
still further loss in revaluation of our 
money? How long can one wait with 
reasonable safety before putting your 
recommendations into effect? If com- 
modity price levels fail to rise over 
10% between now and spring, should 
protective action be taken? What 
would be the effect on companies with- 
out funded debt?—J. MELvIn KELLY. 


While a strong case can be made out 
for devaluation of the dollar as a means 
of re-establishing a workable relation 
between debtors and creditors, there is 
in our opinion little likelihood of it be- 
ing resorted to by the United States— 
certainly not by this country alone. 
The possibility is so remote and un- 
likely in our opinion that we think it 
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would be a waste of time and thought 
for us to undertake to make specific 
recommendations of a course to pursue 
in anticipation of revaluation. In gen- 
eral, however, the policy of wise an- 
ticipation would be one of transferring 
funds from property that has a fixed 
legal dollar valuation. For instance, a 
$100 bond is a $100 bond just the same 
whether the dollar has 23 grains of gold 
in it or only 111%. All promissory 
notes, mortgages or other obligations 
payable in dollars without a clause 
specifying the gold weight and fineness 
of the dollar should be disposed of if 
one felt that devaluation were coming. 
Substantial property under such con- 
ditions would be preferable to what 
might be called documentary property. 
However, common stocks would not be 
subject to this rule because their value 
is always a market value and has vir- 
tually no relation whatever to par 
value. A common stock that was 
quoted, say, at 50 before devaluation 
was entered upon would be, other 
things being equal, quoted at 100 after 
devaluation. Dividend rates would 
eventually rise in proportion, although 
not promptly. 

In the case of a company that has 
no fixed-rate or bonded debt, devalua- 
tion of the dollar would apparently 
have no peculiarly beneficial effect. If 
it was out of debt before devaluation 
it would be out of debt after devalua- 
tion. It might suffer in competitive 
comparison with a rival company 


which would be relieved in effect of 
half of its debt if the amount of gold 
in the dollar were reduced one half. 


No Need for Drastic Action 
Editor, READERS’ FoRUM: 


I would like your opinion regarding 
the disposal of all bond holdings, in- 
cluding U. S. Government bonds, both 
the Treasury and Liberty issues. As! 
view the present economic and world 
conditions it appears to me that the 
only way out of present economic diff 
culties is through some form of cur 
rency inflation, either with silver or 
paper money. With this in mind | 
am wondering if a person would not 
be showing good judgment by convert: 
ing everything into cash, gold or gold 
certificates, and standing aside until the 
storm blows over—W. G. WEBSTER, 
Seattle, Wash. 


Well informed authorities appeaf 
agreed on the theory that general in 
flation of currency would have 4 
stimulating effect upon business and in: 
dustry. There are, however, various 
stages of inflation, ranging from the 
most radical ideas of “fiat” money 
the more conservative methods of credit 
inflation. Through the modification of 
the Federal Reserve laws, the establish: 
ment of the Reconstruction Finance 
Corporation and other similar institu 

(Please turn to page 306) 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer, by mail 
or telegram, inquiries on any listed securities in which you may be interested, or on the stand- 


ing and reliability of your broker. 
represent thousands of dollars in value to you. 


1. Give all necessary facts but be brief. 

2. Confine your requests to three listed securities. 

3. Write full name and address plainly, and enclose stamped, self-addressed envelope. 

4. If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 


This service in conjunction with your subscription should 
It is subject only to the following conditions: 








AIR REDUCTION CO. 


What do you think of Air Reduction Co. 
stock as a conservative investment? Are 
the dividends safe? My broker has recom- 
mended the purchase of 50 shares of it, 
among others. However, I note there ts 
about a 33 point spread between the high 
and low for the year, and I want to know 
whether the stock is overpriced at current 
levels. Your opinion will be appreciated. 
—M. A., Waltham, Mass. 


Since Air Reduction is dependent to 
a large extent upon the steel and rail- 
road industries, sustained earnings bet- 
terment is not in early prospect. How- 
ever, the company has been able to 
offset to a certain extent the loss of 
business from its principal customers by 
the development of new uses and mar- 
kets for its products. For the nine 
months ended September 30, 1932, net 
profit was $1,667,130 after charges and 
taxes, equivalent to $1.98 a share com- 
pared with $2,804,118 or $3.33 a share 
in the corresponding period of last year. 
It is estimated that full 1932 earnings 
should equal approximately $2.60 a 
share compared with actual earnings of 


gas and equipment. The bulk of its 
revenues are derived from sales of gas. 
The company owns an_ important 
minority investment in United States 
Industrial alcohol as well as more than 
66% of the outstanding stock of the 
Pure Carbonic Co. Air Reduction has 
sustained earnings in a remarkable 
manner when consideration is given to 
the depressed condition of the railroads, 
steel and building industries, which 
furnish the most important outlets for 
its products. It is safe to assume that 
under more favorable conditions the 
company will show rapid earnings re- 
covery. Although not undervalued in 
relation to current earnings, the com- 
mon stock offers interesting long term 
potentialities, and on this basis is suit- 
able for purchase. 


THE KROGER GROCERY & 
BAKING CO. 


I will appreciate any information you can 


5, 1932. This compares with 4,890 
stores in operation a year earlier. The 
management has pursued the policy of 
closing unprofitable stores or those not 
suited to the organization. Kroger 
owns the Piggly- Wiggly patents under 
which it operates a number of stores 
and licenses independent and other 
chain operators. New contracts were 
signed in 1931 calling for the opera- 
tion of over 1,200 new units under this 
system. Since the company operates in 
a highly industrialized section of the 
Middle West, it has been rather hard 
hit by increased unemployment. How- 
ever, as a result of operating economies, 
it is believed that the company was able 
to show a small profit during the 
usually dull third quarter as compared 
with a loss of sizable proportions re- 
ported in the corresponding period of 
last year. Kroger reported net income 
in the first half of 1932 equivalent to 
74 cents a share earned on the common 
as compared with $1.25 a common 
share in the similar period of 1931. 
The current position of the company 


STER, ive me concerning Kroger Grocery & 
$4.54 for the full year 1931. The bal- Dakine. I have 100 shoes Boose a 27, as of June 18, 1932, was satisfactory, 
ance sheet as of December 31, 1931, and another 100 bought at 21% to average. the ratio of current assets to current 
ppear disclosed a strong financial condition, Because this company’s sales have declined  |iabilities being 4.15 to 1. This com- 
al in current assets amounting ta $19,088,- ee ee a ae ee pared with a ratio of 4.27 to 1 as of 


ve a 
id ine 
rious 


. the 


372 compared with current liabilities of 
only $1,628,645. The company has no 
funded debt, entire capitalization con- 
sisting of 841,288 no par common 


compares with the sales of other chains. 
Also whether you believe this stock has 
prospects for near-term price appreciation. 
—L. J. H., Alameda, Calif. 


Kroger operates the third largest 


January 21, 1932, and 3.57 to 1 on 
June 20, 1931. Cash and U. S. Gov- 
ernment securities alone exceeded total 
current liabilities, having amounted to 


7 shares, Air Reduction is one of the grocery chain in the United States, $9,343,188 as compared with $7,884,- 
I - Principal producers of oxy-acetylene operating 4,765 stores as of November (Please turn to page 303) 
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YOU CAN BUY 


Good Securities 


in Small or Large Lots on 


Partial 
Payments 


Ask for Booklet M.W. 2, which 
explains our plan and terms 


Odd Lot Orders Solicited 


Outright Purchase or 
Conservative Margin 


James M. Leopold & Co. 


Members New York Stock Exchange 
70 Wall Street New York 
Established 1884 

















“STOCKS 
AND 


COMMODITIES 


Folder explaining margin require- 
ments, commission charges and 
trading units furnished on request 


Cash or Margin Accounts 


Inquiries Invited 


“* BROKERAGE SERVICE SINCE 1608 ** 


{3 New mo Toe ~_— | Eachon 
or ‘otton Exchange 

Members Chicago Board of T: 

Land other leading dell 





60 Beaver St. NEW YORK 15 W. 47th St. 





AIR REDUCTION CO., INC. 


Lincoln Bldg., 60 East 42nd St., New York 
December 14, 1932. 
DIVIDEND NO. 63. 

The Board of Directors of this Company has de- 
clared the regular quarterly dividend of $.75 per 
share on the capital stock of the Company, payable 
January 16, 1933, to stockholders of record Decem- 


ber 31, 1932. 
R. B. DAVIDSON, Secretary. 





MAGMA COPPER COMPANY 
Dividend No, 45 
A dividend of Twelve and One Half Cents per 
share has been declared on the stock of this Com- 
pany payable January 16, 1933, to stockholders of 
record at the close of business December 30, 1932. 
H. E. DODGE, Treasurer. 
Dated December 15, 1932. 
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Bendix Aviation 
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Chesapeake Corp. 
Chrysler Corp. . 
Coca-Cola Co. . 
Colgate- -Palmolive-Peet 
Columbian Carbon .. 
Colum, Gas & Elec... 
Commercial Credit .. 
Commercial Solvents . 
Commonwealth & Southern 
Consolidated Gas of N. Y. 
Continental Can, Inc. .. 
Continental Oil 
Corn Products Refining 
Crucible Steel of Amer 
Cudahy Packing 
Curtis Publishing 

Curtiss Wright, Common 


D 


Diamond Match 
Dominion Stores 
Drug, Inc 
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Fox Film Cl. A 
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General Electric 
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business desert- 


Few recent business phenomena 
are more significant than the rapid- 
ity of growth and immunity from 
depression of the small-loan busi- 
ness—humanely extending credit 
to the masses. 


CONSUMERS CREDIT SERVICE, 
INC., a leader in this field, offers 
extraordinary inducements for safe 
profitable investment. 


Send coupon for copy of new 
booklet ““An Oasis in the Desert”, 


giving full, interesting particulars. 


CREDIT SERVICE 


ASSOCIATES, Inc. 
Graybar Bldg. New York 





ADDRESS. 





~M.W.-12-24-82 











Electric Bond and 
Share Company 


Two Rector Street 
New York 























Important 
if you change your address 


Report changes of address direct to us. 
The post office will not forward copies to 
your new address unless extra postage is 
provided by you. Duplicate copies cannot 
be sent to replace those undelivered 
through your failure to notify us of change 
in address at least two weeks before the 
date of issue with which it is to take 
effect. 


The Magazine of Wall Street 




















“Only $3 for 
all this?” 


You'll be surprised, too, when you 
see how much luxury and conve- 
nience you can enjoy at the Hotel 
Lexington for as little as $3 a day. 

And here’s another fact that’ll make 
your expense account beam with 
gtatitude—it costs only $1aday more 
for two persons at the Lexington. 
A room which is $3 for one, for in- 
stance, is only $4 for two persons. 


HOTEL 
LEXINGTON 


Grand Central Zone,LexingtonAve.at 48th St 
NEW YORK CITY 
CHARLES E. ROCHESTER, Gen'l Manager 











OPENING AN ACCOUNT 


Many helpful hints on trad- 
ing procedure and methods 
in our booklet. Copy free 
on request. 


Ask for booklet MG 6 


Any listed securities bought 
and sold 


GisHoim & (HAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 




















Endicott Johnson Corporation 
Dividend No. 55 


The Board of Directors has declared a quarterly 
Preferred Dividend of One Dollar Seventy Five 
Cents ($1.75) per share, and a Common Dividend 
of Seventy Five Cents ($.75) per share, payable 
January 1, 1933, to stockholders of record as at 
the close of business December 19, 1932. 

Checks will be mailed by Irving Trust Company, 
Dividend Disbursing Agen 

MAUBICH’ B. PAGE, Secretary. 

December 8, 1932, 








To Presidents :— 
Create Investor Confidence 
by Advertising 
the Fact that 
You Pay Dividends wees 
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Radio Corp. of America 
Radio-Keith-Orpheum 
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Republic Steel 
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Safeway Stores 

Sears, Roebuck & Co 
Servel, Inc. 

Shell Union Oil 
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Socony-Vacuum Corp. 
So. Cal, Edison 
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Standard Oil of Calif 
Standard Oil of N. J. 
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Studebaker Corp. 
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Tentative Improvement 
In Bonds 
(Continued from page 273) 








exer 


kind of seasonal improvement will set 
in within the first quarter of the new 
year. Finally, the bond market’s appar- 
ent indifference to the present session of 
Congress, contrasting sharply with the 
fears of last summer, has a simple ex- 
planation. It expects little decisive ac- 
tion from the “lame duck” session on 
any major problem and meanwhile 
hopes for the best from the new Con- 
gress, which undoubtedly will assemble 
in special session not long after next 


March 4. 








Still More Light On Corporate 
Practice 
(Continued from page 265) 








because the collateral behind them makes 
them worthwhile investments, then, 
when the bonds are all sold, the collat- 
eral is switched. If newspaper reports 
are to be trusted, the late Mr. Kreuger 
was the greatest exponent of this sys- 
tem. He, however, went a step fur- 
ther than is customary, for instead of 
being content with obtaining the valu- 
able collateral for something noticeably 
inferior but nevertheless not entirely 
worthless, he substituted forged securi- 
ties which were not worth the paper 
they were written on. 

The suit against the Paramount 
Publix Corp. recently brought appears 
to contain a variation of the “collateral 
substitution” system. ‘The company’s 
142% debentures due in 1950 were 
issued with a number of restrictions 
concerning the creation of liens and 
the pledging of assets. The plantiff 
contends that Paramount organized 
Film Production Corp. last March, con- 
veyed to it valuable pictures and rental 
tights, and took in exchange $10,000,- 
000 of the new company’s notes. The 
new company then borrowed from the 
banks, and it is alleged that the bank- 
ers’ claims must be satisfied by Film 
Production before it satisfies the note 
held by Paramount. Should this be 
true, it would mean that the security 
behind Paramount’s 54% debentures 
has been changed to the extent of sub- 
stituting a $10,000,000 “second mort- 
gage” note for films and rights valu- 
able in themselves. 

_ Even from the few examples given 
in this and the previous article, it is 
quite evident that the relationship ex- 
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On Gasparilla Inn Golf Course 


GASPARILLA INN and COTTAGES 
BOCA GRANDE, FLORIDA 


Open for the season on January 10th. The Little Inn 
adjoining Gasparilla Inn has been receiving the 
December early comers. 


Gasparilla Inn is in the fortunate position of being 
able to offer certain reductions in rates—and still 
rigidly adhere to the standards of service and facility 
that have placed Gasparilla in the front rank of 
America’s resorts. 


Gasparilla Inn is on beautiful Gasparilla Island on 
the West Coast of Florida. The cottages close by 
combine the privacies of home with the conveniences 
of the Inn. Own golf course, tennis courts, bathing 
beach. Also fishing and boating. Write to J. F. 
Vallely, Manager, for reservation or booklet. 














The public utility system of... 











Standard Gas and Electric Company 














serves 1,662 cities and towns of twenty states... combined 
population 6,000,000...total customers 1,603,403...installed 
generating capacity 1,587,682 kilowatts... properties operate 
under the direction of Byllesby Engineering and Manage- 
ment Corporation, the Company’s wholly-owned subsidiary. 
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isting between many corporations and 
the Smythes and the Joneses on their 
stockholders’ list is one-sided, to say 
the least. Moreover, underlying it all, 
there is clearly a disposition on the 
part of corporation officers to forget 
their position as representatives, or em- 
ployees of Mr. Smythe and Mr. Jones. 
The latter must protect their rights. 
They must demand more frequent and 
more detailed information—and yet 
more frequent and yet more detailed 
information They must demand en- 
forcement of more stringent rules by 
recognized stock exchanges or work for 
stronger laws, both state and Federal, 
surrounding the issuance of securities 
and the obligation of management and 
directorate to the individual security 
holder. In some instances they must 
be willing to take their case to the 
courts. They must remember the pos- 
session of a vote and the power of a 
boycott. . all to the end that we 
may become satisfied, fairly-treated 
partners in the nation’s prosperity, 
rather than an aimless horde of ex- 
ploited, disgruntled, so-called investors. 








Studies in Stock Speculation 
(Continued from page 279) 








down, manipulators having to be con- 


tent with relatively small profits in 
view of the public’s apathy. In other 
words, volume that in an active bull 
market might mean the “move is just 
starting” in an inactive trading market, 
might readily mean “the move is all 
over.” 

Frequently, the relation of volume to 
price movement will give a very good 
indication of what the stock market as a 
whole is going to do. A good example 
of conclusions that can be drawn from 
these two factors is given by the mar- 
ket action in the month of September 
of this year. As can be seen in the 
accompanying chart, the market made 
its high in the second week of Septem- 
ber when volume also reached the high 
point. In that week there were three 
4,000,000 share days, one 5,000,000 
share day and the total turn-over for 
the week was about 19,000,000 shares. 
So large a turnover with no further 
price improvement in the latter part of 
the week could very well have been re- 
garded as a danger signal. Not that 
this action indicated a definite turning 
point and the adoption of a short posi- 
tion, but it did warrant accepting 
profits or protecting profits with stop- 
loss orders. In the last week of Sep- 
tember, there was a 4,000,000 share 
day accompanied by a very sharp re- 
covery which brought the averages to 
a point just under the price range 
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where the great activity took place in 
the second week of September. This 
price range of 76 to 80 for the indus- 
trials and 38 to 40 for the rails formed 
an important resistance point to a fur- 
ther advance and a chart student would 
be noting very carefully whether the 
market was going to back away from 
this resistance point or drive through. 
In the three days following the 4,000,- 
000 share volume day, no progress was 
made by either the industrials or rail- 
roads in penetrating this resistance 
zone. On the 30th of September, or 
at least on the first of October, the evi- 
dence was very strong that the resist- 
ance zone would not be penetrated and 
a short position taken then would have 
worked out very successfully. 








What To Do With 
European Bonds 
(Continued from page 272) 








Headlines announcing that French 
stocks are tumbling, French bonds fall- 
ing precipitously, exchange collapsing, 
are responsible for the apprehension in 
certain circles over the dire conse- 
quences of the non payment by France 
of the instalment due December 15. 

To begin with, these statements are 
grossly exaggerated. The most repre- 
sentative French Government bonds— 
the so-called Perpetual 3 per cent 
Rente—declined precisely 4 cents in 
American money, a shrinkage which 
may hardly be termed a collapse. The 
stock of the Bank of France, one of 
the most actively traded in issues on 
the Paris Bourse, declined less than 
134 per cent, which, taking into ac- 
count the fact that shares are selling 
for close to $500, should not direct 
particular attention. With regard to 
the French currency, it is worth bearing 
in mind that the loss resulting, as some 
incline to believe, from the non pay- 
ment of the debt on the 15th, 
amounted to fractionally more than 
one-third of one per cent. 

While the action of France is re- 
gretted, largely because payments 
would have facilitated an amicable ad- 
justment, at an early date, of the entire 
war debt problem, we are of the opin- 
ion that little if anything will take 
place which is likely to impair the eco- 
nomic or financial status of France, or 
that of the neighboring country, the 
Kingdom of Belgium. 

Examination of French bonds traded 
in on the American market reveals that 
the yield, at current levels, is substan- 
tially lower than that obtained on our 
own Government bonds. We see no 
reason, therefore, for retaining French 
securities, not because we doubt in the 


least their intrinsic soundness, but 
chiefly because of the unjustifiedly low 
yield at current levels. This applies 
to the French 7s, the 7's, French 
city loans including Bordeaux, Lyons, 
Marseilles and Soissons, and_ the 
various French railway issues which, in 
the final analysis, are guaranteed by the 
French Government in accordance 
with the terms contained in the Con. 
vention of 1921. 

Outside of a sentimental setback 
which is likely to occur in Belgian ob. 
ligations, we are of the opinion that 
non-payment of Belgian’s _ political 
debt owing to the United States will 
not result in any deterioration in the 
status of Belgian securities. We con 
sider them attractive at prevailing 
levels, and advise retention. 

All reports emanating from Germany 
in regard to the economic and fiscal 
condition of the Reich seems to indi- 
cate that the situation is definitely on 
the mend. A number of factors points 
to the improvement which has taken 
place, leading to the belief that the ser- 
vice on German obligations, especially 
the better class issues, will continue to 
be taken care of. Some of the points 
to which attention might be called are 
the following: 

1. Since the beginning of the cur 
rent fiscal year (March 1) almost RM 
1,000,000,000 of short term foreign 
debts have been paid off. 

2. Substantial amounts of German 
foreign obligations are understood to 
have been repurchased for German 
account. 

3. The marked setback in the value 
of the pound sterling has eased con- 
siderably Germany's obligations to- 
wards Great Britain, which should be 
adequately reflected in Germany’s bal: 
ance of payments. 

4. October trade figures show an 
impressive increase over previous 
months, bringing the total favorable 
balance of trade for the first ten months 
to about $241,000,000, or at the rate 
of $24,100,000 a month, which would 
seem to be sufficient to take care of 
most of Germany's foreign engage’ 
ments. 

In view of these developments Ger- 
man issues appear worthy of retention 
and for those in a position to assume 
the risk, selected bonds might be con- 
sidered for purchase. 

Taking the European bond situation 
as a whole it is certainly less discour 
aging than is commonly thought. Cer’ 
tainly the position of various Conti: 
nental bonds is far stronger than 
issues in many other parts of the world 
—South America for example. 

Generalities are dangerous. Never’ 
theless it would appear as no more than 
prudent action to retain, with few ex: 
ceptions such European bonds as may 
be currently held. 
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Transportation or Turmoil? 
(Continued from page 262) 








present precludes any possibility for 
swift action in a number of in- 
stances. It would be impossible 
for any eleven human beings, no 
matter how industrious and efficient 
they might be, nor how many assistants 
were supplied, to handle the duties 
imposed upon the I. C. C. with dis- 
patch. Instead of holding the less efh- 
cient roads up to the standard of the 
more progressive, the government's 


policy of a super-management retards | 


the more progressive to the pace of 
the more backward. 
Certainly, the establishing of rates 
by a government body bears examina- 
tion. No business can thrive today 
that overcharges. But the establishing 
of rates is a matter directly influenced 
by national and local conditions, the 
needs of a community, seasons, types 
of freight, territorial competition, in- 
dustrial and agricultural needs, and 
many other conditions. As conditions 
exist, it may take years to effect the 
changing of a specific rate. In the 
meantime, railroads may lose potential 
trafic and entire industries may suffer. 
It is impossible in a country this size 
to be absolutely fair to all parties con- 
cerned. This is one of the fundamental 
laws of business progress. This being 
s0, the right of any governmental body 
may be sharply challenged to prevent, 
through suspension of tariffs, the dis- 
cretion still vested in railroad managers 
to fix and collect reasonable rates, fares 
and charges which they believe will 
promote traffic which they are seeking 
to develop and carry. I do not recom- 
mend that any governmental body have 
the right to tell railroads, or other 
transportation agencies, what services 
they may or may not offer shippers, 
nor how much they may charge for 
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that service, so long as they treat all 
shippers alike. If one railroad can 
profitably increase its service to the 
shipper, it is not logical that it should 
be prevented from so doing, (without 
additional tariffs), merely because a 
tival road cannot afford to give the 
additional service. 

State legislation should in general 
harmonize with regulation by the Fed- 
eral government, but in addition, the 
States should as far as practicable ap- 
proach uniformity in. legislation. It 
seems to me there should be fairly 
uniform legislation covering the size, 
weight, speed and operation of com- 
mercial motor vehicles and the hours 
of service of drivers. From the public’s 
standpoint, this is most important as 
It affects the safety and service of the | ———— 
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highways. From the railroad’s angle, 
it is equally as important. More than 
one accident at crossings has been the 
direct result of over-worked drivers at 
the wheels of commercial vehicles. 
Railroads operating busses and trucks 
cannot, and would not, work their em- 
ployees the length of time many private 
operators do. Legislation should also 
cover the financial responsibility of 
highway commercial carriers, including 
surety bond for protection of travelling 
and shipping public. In addition, to 
license fees, adequate charges should 
be assessed for the commercial use of 
the highways based upon the extent of 
such use. Today, every taxpayer in 
the state, including the railroads, is 
assessed, indirectly or directly, so that 
commercial vehicles may use the high- 
ways. The pressure of this burden is 
beginning to be felt as highways wear 
out, ten and twenty years in advance 
of their bond maturities. The expense 
of separating grades at crossing should 
be assessed upon users of the highways 
and the railroad respectively in pro- 
portion to benefits received. I do not 
believe that the railroads should be 
taxed upon a hundred thousand dollar 
over-pass, for instance, which is non- 
profitable property, and constructed 
largely at railroad expense, for the 
facilitation and safety of a rival carrier. 

The taxation of all transportation 
agencies should receive the most careful 
scrutiny. During the ten-year period 
ended December 31, 1930, the average 
yearly tax accruals on railroads earn- 
ings averaged 5.88 per cent of gross 
operating revenues, or 56.69 of the net 
income. It may fairly be asked 
whether any other American institu- 
tion is required to pay out in taxes 
so large a proportion of what would 
otherwise be net income—remember- 
ing, that the rate establishing and 
tariff suspension powers of the I. C. C., 
plus the Recapture provisions, plus 
subsidized competition have made deep 
inroads into potential revenue, most of 
which would have been net revenue, 
(fixed charges and maintenance already 
having been met)! Personally, I am 
not in favor of any taxation which 
would tax any form of transportation 
out of business. In its own place, every 
form of transportation is useful and 
needed. But I do believe that we 
should regard transportation with the 
cold eye of economics. Fifty and 
hundred million dollar Treasury raids 
are rather expensive prices for the 
public to pay in order to subsidize 
rather picturesque waterwavs—the 
tariffs upon which the railroads could 
profitably compete with, without sub- 
sidy, if taxes upon property paralleling 
waterway courses were removed. As 
an example, among the proposed ex- 
penditures on the Mississippi River is 
one for a nine foot channel from St. 
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Louis to St. Paul. There are railroads 
substantially paralleling this route, but 
if there were not, a single track, water- 
grade railroad between the two points 
could be built for about one-fourth 
the cost of the nine-foot channel and 
could be operated and maintained at an 
annual cost of 60 per cent of river 
maintenance and lock operation, and 
the railroad would be operated every 
day in the year, the river only when 
ice-free. 

The railroads are not asking favors, 
but rather asking that they be allowed 
to enter into the general transportation 
business upon equitable grounds with 
other agencies and under conditions 
which will enable them to operate upon 
the most efficient and economical levels. 
They should be allowed to make money 
during good times so that maturities 
may be absorbed, to some extent, out 
of earnings and the high interest 
charges that are inevitable in hard 
times may be avoided. I would add 
a further word here regarding taxation. 
I believe that the time when railroads 
should be taxed upon non-profitable 
property has passed. I believe that the 
principles of taxation should be re- 
vised so that a greater share of the 
burden is commensurate with the net 
revenues of the railroads, and the habit 
of taxing upon property operating at 
a loss (by law), is relegated to the past. 

The continuation of inequitable con- 
ditions, obsolete legislation, over-taxa- 
tion, governmental subsidy of some 
carriers and super-management of 
others, can only result in ultimate 
wholesale receiverships and economic 
turmoil. Coordinated transportation, 
with a fair field and no favor, means 
the most efficient transportation, at the 
lowest cost. with legitimate profit. It 
is vital to the public, to investors, and 
to shippers that immediate attainable 
railroad stability be effected. I believe 
that the forthcoming report of the Na- 
tional Transportation Committee will 
accomplish this. 








Intimate Letters of a Wash- 
ington Journalist and His 
New York Broker 
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laugh in months! That is to say, not 
until all of us brokers received the cus- 
tomer pre-holidav circular from the 
Stock Exchange asking us to submit our 
lists for Christmas bonuses for approval! 
I understand the head of one large 
wire-house laughed himself right out of 
last month's deficit! 

Well, Don, that’s all I know. I have 
been reading so much about the war 
debts and the commodity price level 
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Great Britain wants 
the war debts cancelled or scaled down 
so that the world price level will have a 
chance to advance to a plateau where 
everybody can make a fair living, but 
they don’t say how this is going to be 


that I'm dizzy. 


accomplished. Some of our astute 
economists in this country (there are 
damn few) say “that’s all applesauce 
.... first work out a way to advance 
the price level, and you can pay your 
debts without difficulty.” At the bot- 
tom of this idea is the resumption of 
subsidiary coinage by all the leading 
nations, advancing the price of silver 
to 50 cents and correcting the foreign 
exchanges. It is all very intricate, but 
intensely interesting. You want to get 
F. M. Huntington-Smith’s new book 
“Money and the Price Level” and de- 
cide for yourself which came first, the 
chicken or the egg. Hoping you're the 
same I am, Yours, etc. 
Perry. 


P. S. That plan of mine about bor 
rowing from the R. F. C. for stock 
market speculation has one difficulty. 
Who is going to buy the stocks that 
everybody will want to sell when the 
market is at the top? But I also have 
an answer. When the market is at the 
top, nobody will want to sell .... 
that’s how it got to the top! 








Consolidated Gas of New York 
(Continued from page 277) 








last seven years, although the number 
of meters in use has increased only 
18%. 

It is of interest to note that operat: 
ing costs have been held down suc’ 
cessfully while physical expansion con- 
tinues. The system’s operating ratio in 
1927 was 67.21% and for 1931 it was 
only 64.80%. This increased slightly 
during the first nine months of this 
year, partly due to increased taxation. 

As regards costs, deflation in com 
modity prices and, to some extent, in 
utility wages and salaries, tend to op: 
erate in favor of the company. On the 
other hand, these factors in the long 
run may well encourage a public de’ 
mand for still lower rates. Moreover, 
taxation in recent years has tended to 
mount at a faster rate than gross reve’ 
nues. In 1930, for example, taxes paid 
by the Consolidated system amounted 
to $28.824,177, an increase of 33% 
over 1927 and equivalent to $2.51 per 
share on the common stock. For the 
twelve months ended September 30 the 
tax bill increased further to $32,406, 
505, or the equivalent of $2.85 per 
share of stock. 

It is apparent, therefore, that, aside 
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from temporary business depression, 
the company’s chief problem in the 
future will be taxation and the main- 
tenance of satisfactory rates. The rate 
problem should in the long run be 
taken care of by expanded demand, for 
the whole history of the successful 
utility companies has been one of 
lowering rates as often as possible to 
stimulate increased volume of demand. 
There is no reason to believe that this 
policy will change. 

At the close of October Consolidated 
Gas had current assets of $84,000,000, 
including $17,000,000 cash, and cur- 
rent liabilities of $38,000,000. Sub- 
stantial bank loans, incurred to cover 
cost of necessary construction, have 
been paid off out of issuance during 
1932 of bond issues of the parent com- 
pany and two subsidiaries totalling 
$80,000,000. This has moderately re- 
duced the earnings available for the 
common stock, interest paid during the 
twelve months ended September 30 
having been $19,798,812, as compared 
with $17,039,974 in the preceding 
twelve months. Since the additional 
investment, however, has gone into 
needed plant construction it should 
eventually return a profit more than off- 
setting the increase in fixed charges. 

Capitalization of Consolidated Gas 
consists of a total of $397,898,540 in 
funded debt, including $140,000,000 in 
debentures of the parent company; 
$14,404,000 in capital stocks of affili- 
ated companies; 2,099,249 shares of 
$5 cumulative preferred stock and 
11,476,904 shares of no par value com- 
mon. In relation to a property in- 
vestment of more than $1,200,000,000 
in plant and equipment alone, the total 
funded debt of less than $400,000,000 
is unusually conservative. 

On its record we consider the com- 
mon stock entitled to investment rat- 
ing and recommend both intermediate 
and long-term purchases of it during 
periods of moderate market reaction. 








Prosperity By Allotment 
In 1933 


(Continued from page 257) 








the average total crop for, say, a five- 
year average. 

Each farmer electing to come into 
the undertaking—after, assume, 60%, 
of a given commodity group had voted 
for it—would agree to plant no larger 
acreage the first year than he had 
planted in the past—perhaps less. In 
return the administrative agency would 
contract to pay him 42 cents a bushel, 
less a margin for expense of admini- 
strative operation, for so much of his 
crop as should not exceed the assumed 
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75 per cent ratio of domestic con- 
sumption to total crop. Thus, if a 
farmer had been averaging a thousand 
bushels on his customary acreage in 
wheat he would be entitled. to the pre- 
mium on 750 bushels. He could pro- 
duce his customary bushelage and sell 
it all through the usual channels at the 
ordinary market prices. He -would 
know no difference between export and 
domestic destination at the time of 
marketing; he would, however, re- 
ceive no allotment fee on the num- 
ber of bushels in excess of 750. If his 
total crop on his fixed acreage fell be- 
low 750 bushels he would still receive 
the allotment fee for that. number. 
That assurance would be a sort of crop 
insurance and a substantial reward for 
having done his part in improving the 
general price situation. If it should be 
determined the following year that the 
ratio assumed for domestic production 
had been too high the farmer's contract 
would require him to lower his acreage 
according to a general allocation. 


Operation Flexible 


The allotment or adjustment fee 
would be suspended in any year when 
world market prices were above cost 
of production. The general objective 
is to keep American production near 
to American consumption except in 
years when export prices shall be satis- 
factory. It is expected that the gen- 
eral result of operation of the allotment 
plan would be to discourage all farmers 
from determining acreage of the 
affected crop as they please as in- 
dividuals. 

A farmer who elected to go it alone 
might find that while he would receive, 
say, $220 at world prices for a thou- 
sand-bushel-crop of wheat, his co-op- 
erating neighbor would be getting 
$535 for the same amount ($55 for the 
export portion and $480 for the do- 
mestic). Obviously, there would be a 
strong inducement for the former to 
join the co-operators and enter into the 
production control agreement. 

The co-operator would have the fur- 
ther advantage that his allotment con- 
tracts would be good collateral at his 
bank for financing the costs of produc- 
tion, up to 90 per cent of their face, 
since whatever happens he is certain 
to collect the allotment fee at least, 
while the non-co-operator would be out 
in the credit cold. 

Assuming that this plan gets by the 
constitutional and practical tests the 
question is sure to be raised as to 
whether it can be applied to any and 
all commodities. One of the bills before 
Congress would make it legally ap- 
plicable to any agricultural commodity 
suffering from prices below the cost of 
production, although the ones most 
talked about for immediate application 


are cotton, wheat, hogs and rice. Presi- 
dent-elect Roosevelt is said to favor 
trying it the first year on wheat alone, 
but policy considerations will probably 
demand wheat, tobacco, cotton and 
hogs. That a considered commodity is 
on the free list would be no obstacle, 
for Congress can always impose a new 
tariff. Indeed, in the present bills re- 
lating to the allotment plan there is a 
paragraph establishing a duty of five 
cents a pound on short-staple cotton. 
Embargoes are even contemplated 
under certain conditions. . The tariff is 
merely a convenient and plausible 
standard for determining the size of 
the adjustment or equalization tax. 

There seems to be no reason why 
the principle cannot be arbitrarily ap- 
plied to any commodity. But it would 
seem absurd to apply it to any product 
which now enjoys an effective protec 
tive tariff, no matter how unprofitable 
its production may be by reason of 
destructive domestic competition. Such 
maladjustment of production must be 
approached from other than price-in- 
ducement angles. 

The raw material industries as a 
group are the chronic sufferers from 
overproduction and the least able to 
put their own houses in order. They 
are in a perpetual disequilibrium from 
which they cannot extricate themselves. 
They are in the same boat with the 
farmer. They must produce and yet 
they are not compensated. They are 
bound by the anti-trust laws from 
which the farmer is expressly exempt. 
The consumer may here, too, be called 
upon to confess the bond of common 
interest that binds producer and con- 
sumer, and contribute out of his sufh- 
ciency to the insufficiency of his 
brother-in-economy. The allotment plan 
is declared to be adaptable to the 
natural resource industries. 


Plan Adapted to Industry 


Moreover, the basic industries—the 
industries on which all others depend 
—are conceivably entitled to special 
treatment. Let it always be remem: 
bered that the protective tariff is spe- 
cial treatment. The true principle of 
such a system is not the tariff method 
but the special treatment. That con- 
ception of special treatment is based 
on the purpose of establishing a self- 
contained economic unit—a_ nation 
which is an economic enclosure, where’ 
in a higher level of wellbeing is to be 
maintained. Now if in the allotment 
plan of price adjustment there has been 
found a way of balancing production 
with consumption in the general in 
terest there seems to be no valid reason 
why its practice should be. limited only 
to agriculture among the extractive in 
dustries. 

Let us see whether it would be 
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workable if applied to coal mining. 

A tariff could be enacted of, say, $1 
a ton; an excise tax of the same amount 
would be levied on domestic coal con- 
sumption and collected in the distribu- 
tion process, the proceeds thereof, less 
administrative expense, to be paid back 
to all producers entering into a produc- 
tion stabilization agreement. The quota 
of each producer could be determined 
on the basis of his past annual output, 
but he would receive the adjustment 
fee, let us say, on three-fourths thereof. 
If his allocation were 1,000 tons he 
would receive, say, 90 cents a ton in ad- 
justment fee on 750 tons. If he were 
producing his coal at a loss of 25 cents 
a ton, he would still have that loss on 
250 tons, but would have a profit of 65 
cents on 750 tons. The producer, of 
like capacity, who stayed out of the 
agreement would have under similar 
mining conditions a loss of 25 cents a 
ton on his whole thousand tons. He 
would either close his mine, thus 
reducing production; or come into 
the agreement and reduce produc- 
tion. 

Suppose that it be determined the 
next year that production ought to be 
reduced 25 per cent to correspond to 
consumption requirements. The co- 
operator will get his 90-cent premium 
on his whole 750 tons, 65 cents being 
profit. He will have no losing surplus, 
while the independent will have the 
25-cent loss, as before. That would 
not be encouraging for further non- 
co-operation. Production could thus 
be gradually and easily brought down 
to the level of current consumption. 
If the consumption should so increase as 
to restore market prices to a reasonably 
profitable level, the allotment system 
could be suspended, and with it the 
excise tax, but the producers would 
still be under their agreement to accept 
the imposition of quotas in the future 
in return for the reinstatement of the 
adjustment fee. 

No doubt, many flaws can be found 
in this hypothetical application of the 
allotment plan, as now conceived, to 
coal. But if it would not work there 
or in lumbering and other industries, 


chronically distressed because of ap- 


parently uncontrollable over-produc- 
tion under existing laws and economic 
conditions but which nevertheless con- 
tinue to drag out enfeebled existences 
to the general economic detriment, it: 
success in agriculture would be pro 
voking of constructive thought. Public 
attention and industrial genius would 

concentrated on some other plan of 
controlled production. 

The nation may be brought by the 
Proposed experiment in the intelligent 
control of agricultural production to 
Tesort to some sort of collective indus- 
tial planning and control, consonant 
With individual freedom (as is contem- 
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plated in the allotment plan) in place 
of heterogeneous individual control or 
uncontrol wherever it fails. The old 
order is certainly doomed to change, if 
man is not to be mastered by his 
machines and economic process. 

But as was pointed out at the be- 
ginning, whether the allotment plan is 
a permanently curative measure for 
agricultural over-production or not its 
application would immediately result in 
improved prices, temporarily at least. 
That would mean new purchasing 
power at once for large groups of the 
population that have been economically 
submerged. 

It might be only a tonic. But this 
may be just the moment for a tonic— 
this time when the supreme need is 
for something that will give an impe- 
tus to contagious buying and the gen- 
eral resumption of adequate consump- 
tion. 








Answers to Inquiries 
(Continued from page 289) 








339 on January 2, 1932. The manage- 
ment’s ability to successfully cope with 
present unsatisfactory operating condi- 
tions indicates what may be expected 
once business turns upward. Further- 
more, the fact that the company serves 
a highly industrialized section of the 
country, earnings should quickly re- 
flect any sustained economic improve- 
ment. The present dividend of $1 is 
being covered by earnings and when 
consideration is given to the company’s 
strong financial position, it would ap- 
pear that this dividend is fairly secure. 
Long term possibilities are favorable, 
and we regard the common stock, 
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Keep POSTED 


fhe pieces of literature listed below 
have been prepared with the utmost care 
by business houses advertising in this 
issue. They will be sent free upon re- 
quest, direct from the issuing houses. 
Please ask for them by number. We 
urge our readers to take full advantage 
of this service. Address Keep Posted 
Department Magazine of Wall Street, 90 
Broad Street, New York, N. Y. 


“ODD LOT TRADING” 


John Muir & Co., members New York Stock 
Exchange, are distributing their booklet to 
investors. (225). 


A COMPLETE FINANCIAL LIBRARY IN 8 VOLUMES 
These eight Standard Books, published by 
The Magazine of Wall Street, cover every 
Pliase of modern security trading and in- 
vesting. Available at new low prices. 
Write for descriptive circular. (752). 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, a 
security advisory service, conducted by The 
Magazine of Wall Street, definitely advises 
subscribers what securities to buy or sell 
short and when to close out or cover. (783). 


“TRADING METHODS” 
This handbook, issued by Chisholm & Chap- 
man, contains much helpful information for 
traders. A copy together with their Mar- 
i om will be mailed upon request. 
(785). 


PARTIAL PAYMENT PLAN 
An old estublished New York Stock Exchange 
house is issuing a booklet describing a method 
by which listed securities may be purchased 
on monthly installments in odd lots or full 
lots. (818). 


INVESTMENT PROFIT INSURANCE 
The most logical form of investment profit 
insurance is represented by the personal and 
continuous counsel rendered by the Invest- 
ment Management Service. Write for full 
luteormauon, No obligation. (861). 


“A CHAIN OF SERVICE” 
Describes and illustrates the history and de- 
velopment of the Associated Gas & Blec- 
tric System. (884). 


ELECTRIC BOND & SHARE CO. 
Full information or reports on companies 
identified with Electric Bond & Share Co. 
furnished upon request. (898). 


STONE & WEBSTER 1888-1932 
A brief history of this organization and the 
services it has developed during the past 44 
years for bankers, industrial executives, pub- 
lic utility men and investors. ( a 


“HOW TO PROTECT YOUR CAPITAL AND ACCELER- 
ATE ITS GROWTH—THROUGH TRADING” 
Is the title of an interesting article by E. B. 
Harmon of A, W. Wetsel Advisory Service, 
which will be sent to investors on request. 
(936) 


MARGIN REQUIREMENTS, COMMISSION CHARGES 
Springs & Co. have prepared a folder ex- 
plaining margin requirements, commission 
charges and trading units. Copies gladly 
sent to investors and traders. (939). 


AW OASIS IN THE DESERT 
Is the title of a descriptive booklet just 
issued by the Credit Service Associates, copy 
of which will be mailed upon request. (935). 


MATHEMATICS FOR TRADING AND INVESTING 
This plan for applying a mathematic formula 
for analyzing the technical condition and 
prospects of individual stocks and the market 
as a whole explained in a brochure which will 
be sent without cost or obligation. (944). 

















“CANADA DRY 


Ginger Ale, Incorporated 
A Del Corporati 


Dividend Notice 


At the meeting of the Board of Directors 
of Canada Dry Giger Ale, Incorporated, 
held December 19, 1982, a quarterly dividend 
of twenty-five cents ($.25) per share was 
declared, payable Janvary 16, 1938, to stock- 
holders of record at the close of business 
January 8, 1933. 





R. W. SNOW, Secretary 
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New York Curb Exchange 

















Quotations as of Recent Date 


1932 
Price Range 

——*—T Recent 
Name and Dividend High Low Price 
Alum. Co. of Amer.......... 90 22 50% 

Alum, Ltd., Cu. Pfd......... 39 23 80 
Amer, Cit. P. & L. B........ 8% % 4% 

Amer, Cyanamid B........... 8% 1% 4 
Amer. Founders ...........-- 2% ¥, % 
Amer, Gas & Elec. (1)....... 41% 14% 30% 

Amer, Lt. & Tr. (2%)....... % 10 17 

Amer, perpower .......... 10% 1% 5 
Assoc, Gas Elec, “A’’........ 5% % 1% 
Brasil T. L. & P.......-+-:. 13% 7 8% 
Buffalo. N. & E. P. Pfd. (1.60) 28% 15% 20% 
Cities Service ...........-... 6% 1% 2% 
Cities Service Pfd. .......... 538% 10 18% 
Cit. Sv. P. & L. $6 Pfd..... 50 138% 18% 
Commonwealth & So. War. 1 8/16 5/16 
Consol. Gas Balt, (3.60)...... 69% 387 63% 
Cord Corp. ......2-..2eeeeeee 8% 6% 
i ee es 18% 8% 9% 

Duke Power (5) ............. 73 $1 64 


Y% 
Elec, Bond & Share (6% stk.) 48 5 19% 


Elec, Bond & Share Pfd. (6). 67 19 

Elec, Pr. Assoc. (.60)........ 9% 2% 4 
Ford Motor, Con. A.......... 15 5 6 
Ford Motor, Ltd............. 6% 2% 3% 


1932 
Price Range 
Recent 
Name and Dividend High Low Price 


General Aviation ............ 5% 1% 2% 
i 8 


Goldman Sachs T............ 5 

Gt. A. & P. Tea N. V. (7)... 168 108% 150 
ek RS ee 44% 23 28% 
Hudson Bay M. & 8......... 5 % 2% 
eee eS aes eee 55 355% 45 
Inter. Petrol. (1) ........+.. 12% G 10% 
Nat, Bellas Hess............. 2 1 1% 
Nat. P. & L. Pfd. (6)........ 80% 35 64% 
Newmont Mining ........... 28% 4% 14 
N. Y. Tel. Pfd. (6%)........ 115% 98 115 
Niagara Hudson Pwr. (1.20).. 20 ™% 15 
Penroad Corp, .........++++. 43, 1 14% 
St. Regis Paper .......... oo. 6 1% 3% 
Salt Creek Prod. (1)......... 5% 2% 3% 
ee are 59 11 21% 
Sou. Cal, Edison Pfd. A (1%) 27% 21% 25% 
Standard Oi] of Ind, (1)..... 25% 18% 28% 


Standard Oil of Ky. (1.20).... 15% 8% 110% 
Swift & Co. 18% % 
Swift Int’l (4) 14 


United Founders ............ 8% 5/16 1 
United Gas Corp..... emda see 4% % 2 
United Lt, & Pow. A........ 9% 1% 4% 











although speculative, as suitable for in- 
clusion in a well rounded portfolio. 


GENERAL BAKING CO. 


I have 125 shares of General Baking 
common, bought in 1931 at 20%. I would 
like to have your opinion on the prospects 
for this stock. Shall I hold it in the face 
of the anticipated decrease in earnings this 
year, or would you advise me to sell and 
put the proceeds into some other stock with 
more certain dividend possibilities?—L. D., 
Houston, Texas. 

Profits of General Baking Co. for the 
forty-two weeks ended October 15, 
1932, amounted to $3,032,434, equal, 
after interest, depreciation, Federal 
taxes, preferred dividends, etc., to 
$1.55 a share on 1,588,697 shares of 
$5 par value common stock. This com- 
pares with $4,003,426 or $2.14 a share 
after preferred dividends, for the forty 
two weeks ended October 17, 1931. 
Reports emanating from well informed 
sources indicate that full 1932 returns 
will cover current dividend require- 
ments of $2 a share by a fair margin, 
against $2.58 a share reported for the 
calendar year 1931. Despite earnings 
declines registered during the current 
year, results accomplished have been 
better than average for the industry, 
reflecting the strong competitive posi- 
tion of the company as well as its 
capable management. General Baking 
Co. has maintained an aggressive ad- 
vertising and sales campaign during the 
year, thus lending a stabilizing influence 
to sales volume. “Bond Bread” still 
ranks as the company’s most important 
product, although sales of “Sunshine 
Vitamin D” bread have shown gradual 
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improvement in the more recent past. 
Approximately 90% of the company’s 
business consists of bread sales, with 
cakes and pies making up the balance. 
The strong fiscal position of the com- 
pany reported at the close of last year 
is believed to have been maintained. At 
that time current assets amounted to 
$7,321,522, of which $5,086,390 con- 
sisted of cash, against total current lia- 
bilities of $2,209,641, leaving net work- 
ing capital of $5,111,881. Admittedly, 
the current dividend rate cannot be re- 
garded as indefinitely assured in the 
face of continued earnings declines, but 
this uncertainty has been discounted in 
current prices for the common stock. 
Furthermore, General Baking Co. is in 
a position to register moderate earnings 
gains over the longer term. Conse- 
quently, we are inclined to look upon 
the sale of your holdings at current de 
flated levels as unwarranted, and ad- 
vocate retention as a long term specula- 
tion. 


CHESAPEAKE & OHIO 
RAILWAY CO. 


As a subscriber, I will appreciate your 
opinion on the purchase of Chesapeake & 
Ohio at around the present price of 33. A 
business associate tells me this railroad 
offers great possibilities with but slight 
business improvement. Can you reconcile 
this with my personal opinion that this 
company has heavy interests in other roads 
which may affect its financial position?— 
I. D. G., Fort Wayne, Ind. 


On four successive occasions during 
the current year, apprehension relative 
to the current annual dividend rate on 
the common stock of Chesapeake & 
Ohio Railway has been reflected in 
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price weakness for the shares, market- 
wise. On all four occasions, uncer- 
tainty was apparently unwarranted, 
although pending the general revival 
of business throughout the country of 
rather sizable dimensions, this stock 
will likely be quoted at prices affording 
a liberal income return. Admittedly, 
Chesapeake & Ohio has suffered a fall- 
ing off of earnings during the current 
depression, but the decline has been 
considerably less than that of the aver- 
age for class I roads. In the calendar 
year 1931 net income after fixed 
charges amounted to $26,696,484 or 
$3.49 a share on the common stock, as 
compared with $34,107,017 or about 
$4.46 a share in the preceding year. 
For the ten months ended October 31, 
last, net income amounted to $19,289,- 
165 or $2.52 a share. No direct com- 
parison is available, but full 1932 re- 
turns have been estimated at approxi- 
mately $2.80 a share. The favorable 
showing may be attributed to the 
strategic location of the company’s 
lines, as well as the ability of 
the management to reduce operating 
costs in line with declining gross reve- 
nues. Together with the wholly owned 
Hocking Valley Railroad, Chesapeake 
& Ohio operates 3,120 miles of road 
having for its principal source of freight 
tonnage the famous Pocahontas coal 
fields of Virginia, West Virginia and 
Kentucky and the New River and 
Kanawha fields of West Virginia. 
Through branch lines, it also has access 
to Chicago, Detroit, Buffalo and Wash- 
ington. Bituminous coal accounts for 
82% of the road's traffic; passenger, 
manufactured products, agricultural 
goods are relatively unimportant to the 
road. Admittedly, the financial posi- 
tion of Chesapeake & Ohio is only fair; 
but in this connection, when considera- 
tion is given to the conservative capital 
structure of the road, it should experi- 
ence but little difficulty in obtaining 
financial aid either from banks or the 
Reconstruction Finance Corporation, 
should such become necessary. Chesa- 
peake & Ohio common merits favorable 
consideration as a medium for repre- 
sentation in the rail group, and is suit- 
able for accumulation around current 
market levels. 


CORN PRODUCTS REFINING 
CO. 


I am concerned about 100 shares of Corn 
Products Refining Co. I bought at 63%. 
In view of the prevailing low costs of 
corn, shouldn’t this company show im- 
proved earnings, particularly when a large 
proportion of its business is, I understand. 
m nationally-distributed package merchan- 
dise? ! understand that dividends this 
year will have to be partially made up out 
of surplus. Do you believe present divi- 
dends are safe? Would you recommend 
switching to some other security in antici- 
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pation of a possible dividend reduction?— 
C. F. A., Elmhurst, N. Y. 


Despite the probability that full 1932 
earnings of Corn Products Refining Co. 
will fall slightly short of current an- 
nual dividend rate of $3 a share, ex- 
ceptional liquidity of current assets 
should enable maintenance of regular 
payments during early future, at least. 
A detailed analysis of Corn Products 
appears on page 280 of this issue. As 
pointed out in the discussion possibili- 
ties of earnings recovery upon the re- 
turn of more favorable conditions are 
distinctly favorable, and we see little 
cause for disturbing your commitment 
in the common stock. 


BENDIX AVIATION CORP. 


I am thinking of selling my 200 shares 
of Bendix Aviation, bought between 18 
and 24, as I do not see any immediate 
relief for the depressed conditions in the 
automobile and aviation industries. But, 
before I act, I will appreciate your advice, 
together with any information you care to 
give me about this company’s prospects 
and financial position—T. F. B., Cleve- 
land, Ohio. 


As a leading manufacturer of auto- 
motive and to a lesser extent, aviation 
accessories, Bendix Aviation Corp. has 
felt the contraction in demand for its 
products in line with conditions exist- 
ing throughout both industries. While 
Bendix has made rapid strides in the 
development of new equipment which 
has been widely adopted by leading 
automobile manufacturers, earnings 
cannot be expected to show a satisfac- 
tory trend until the automotive or 
aviation industries emerge from the un- 
satisfactory rate of operations now ex- 
isting. The company is at the present 
time supplying aircraft with approxi- 
mately 75% of the carburetors and 
90% of the magnetos as well as a large 
part of special instruments employed in 
the industry. Last year the “Bendix 
Clutch Control,” which allows free- 
wheeling and also eliminates necessity 
of operating the clutch, was introduced 
to the automotive trades as well as an 
automotive starting switch. In line 
with their policy of pushing the de- 
velopment of new products, it was re- 
cently announced that the Bendix- 
Cowdrey division in conjunction with 
A. E. Feragen, Inc., has perfected an 
inspection machine which inspects the 
various safety factors, such as, breaks, 
axles, springs, tires, lights and steering 
apparatus, this inspection requiring 
only 10 to 15 minutes a car. For the 
nine months ended September 30, 
1932, Bendix reported a loss of $367,- 
306, after taxes and depreciation com- 
paring with a profit of $1,787,976, 
equivalent to 85 cents a share earned 
on the common in the corresponding 
period of last year. On November 17, 


last, the stockholders approved a re- 
duction in capital as represented by the 
shares, by reducing this capital from 
$52,441,575 to $10,488,315 thus trans- 
ferring $41,953,260 from the capital 
stock account to capital surplus. The 
no par common also was changed into 
shares having a par value of $5 each. 
While the company has published no 
financial statement since December 31, 
1931, we are of the opinion that the 
strong current position reported at that 
time has been maintained. Current 
assets then amounted to $9,803,496, in- 
cluding cash and marketable securities 
of $3,940,794, while current liabilities 
were $2,142,065. Although resump- 
tion of dividend payments is not in 
early prospect, we regard the shares as 
sufhciently attractive, from the long 
pull standpoint, to recommend contin- 
ued retention of stock purchased at a 
higher level. 








As I See It 
(Continued from page 253) 








policies can be incubated in the 
mild atmosphere of party councils 
before they are thrust into the chill 
air of opposition. Once adopted they 
are promised some years of continuity. 
Perhaps in the next four years we 
can comprehend that great as Wash- 
ington was, the dead hand of his 
prudence and the political doctrines 
of Jefferson are not the unfailing 
guides of a colossal organism sprawled 
in politics and economics across all 
the continents and continental oceans. 








Bear Market Sequence Broken 
(Continued from page 255) 








stomached with remarkable indiffer- 
ence. It is difficult to believe that the 
current news of the next few months 
could be any more adverse. 

Whether the majority of the world’s 
major economic problems have been 
discounted or not, it is apparent that 
for the time being at least the market's 
attitude is one of stolid resignation and 
fortitude. It may be regarded as hav- 
ing discounted this Congress last sum- 
mer. It expects no magic from Wash- 
ington under present conditions and 
will no doubt be satisfied with only 
partial progress toward a balanced bud- 
get. It is reconciled to the certainty 
of further Federal experiments in farm 
relief. In short, it is not inclined to 
take much interest in politics at least 
until the new Administration and the 
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Bank, Insurance and 
Investment Trust Stocks 














Quotations as of Recent Date 


BANK AND TRUST COMPANIES 





Bid Asked 
Bank of N, ¥. & Trust Co. (14). 828 348 
NE REED s 0 sida dkanss sSerees 68% 70% 
NE OD ban bein s 0055s v0.0 see 180 195 
Central Hanover (7) ............. 161 155 
BTEED LNG Norse b sb 000005000» 35% 87% 
Chemical (1.80) ...... Nae ee poe 38 40 
ere reer ere 44% 46% 
Corn Exchange (4) ..... ors 71 774 
TEED dibweascescesh 450. 24 26 
First National (100) ............ 1550 1600 
Guaranty (8B). .ccccccvssvccsssee 333 338 
Irving Trust (1.00) ............. 23% 25% 
Manhattan Co, (2) .......-..... 29 $1 
Manufacturers (8) ..........++. 30 32 
New York (5) ...... bn aadibiewk ahs 96 99 
ROT Seer 29%, 31% 
United States Trust (70)......... 1560 1660 

INSURANCE COMPANIES 

Btn BSCE) occ ccccccccccsccs 27% 29% 
ee aN 12% 14% 
IIE, Actin Gan ceabandoercwe ste 10 12 
Continental (1.20) ............++. 16% 17 
Glens Falls (1.60) ...........++.. 25% 27% 
Globe & Rutgers ..........++.++. 81 101 
Great American (1) .....+...++- 12% 14% 
Hanover F, (1.60) ....-...+..-55 2%, 26% 
Hartford Fire (2) 35% 87% 
Home (1) ...cc.ececeers 18% 15% 
National Fire (2) 85% 37% 
North River (.60) .......+..-005 9% 11% 


INSURANCE COMPANIES—(Continued) 


Bid Asked 
NINE SK vuwies koe ine sodew ss 5 9 
PE TONED ove none s.nstod sagan 357 872 
United States Fire (1.20)........ 17% 19% 
Westchester F. (.25) ............ 12% 14% 


SURETY AND MORTGAGE COMPANIES 


Bond & Mtg. (2) 12% 15% 
Lawyers Mortgage (.80).......... 6% 8% 
Matiomal Garety ......cccccccees 1% 7% 


JOINT STOCK LAND BANKS 


eee eee ee eee 





TR A ee ee ris 
DCR CCosaceGcatnes sede beans es 1% 4 
TIES. ogscies cbse caencntes oe 2 
SE CN ns ody bh 0eoe nace % 
SERS gid shacks viiguands osaenibe % 14% 
Southern Mi Ne Pee eee oe a 
WORROED. oc nsashncscteccsesencses yy a 
INVESTMENT TRUST SHARES 
Amer, Founders Trust 7% Pfd.... 9 15 
Diversified Trustees Shares A..... ™% es 
Oe OP vocscbe wig cuesee ca 5% 
Fixed Trust Shares A............ 6% 3 
Interl, Sec. Corp. of Amer., Pfd.. 6 12 
CE EL a Shd sods 05ces 6 12 
No. Amer, Trust Shares .......... 1,81 ~ 
Second Intl. Securities A........ wy 2 
De eG ovina sue ees chee 14% 25 
U. 8. & British Internl, Pfd...... 5 10 
Uselps Voting Shares ............ 5% 9% 











new Congress come into power next 
year. 

Whatever the ultimate and formal 
solution of the problem of the foreign 
debts owed the United States Govern- 
ment, it can be stated with assurance 
that this matter, so live a few weeks 
ago, has with remarkable speed become 
a dead issue to the security markets. 
Quite aside from the opinion as to what 
ought to be, the share market has dis- 
counted either the loss of these debts 
or the collection of a very small pro- 
portion of them. Accordingly, there is 
little room for speculative disappoint- 
ment on this score in coming months. 
To the market, the collection of any- 
thing more than a trifling part of the 
debts might well prove a gratifying sur- 
prise. 

There is nothing of fresh significance 
in the continued recession of industry, 
since it is normal at this season. One 
new development, however, will bear 
watching. Commodity prices have 
given up the entire summer gain, de- 
spite the vigorous policy of credit in- 
flation pursued by the Government and 
the Federal Reserve System. Some as- 
surance can be had from the fact that 
commodity prices have usually been last 
to join in the procession toward eco- 
nomic revival. 


306 











Readers’ Forum 
(Continued from page 288) 








tions, it was thought that moderate in- 
flation would be accomplished with a 
corresponding improvement in busi- 
ness and industry. Thus far, business 
and industry have failed to respond to 
the efforts of the Government. In 
view of the forthcoming change of the 
Administration, it is well nigh im- 
possible to anticipate with any degree 
of accuracy the legislation that might 
be passed by Congress and approved by 


or further inflate our currency. It is 
not believed, however, that any radical 
measure will be adopted. 

Nevertheless, should the contrary 
prove true, inflation of currency, if 
radical in type, would have a buoyant 
effect upon commodity prices. Under 
such conditions capital might well be 
diverted to common stocks, real estate 
or gold bullion, preferably the first two. 
We see no immediate need for taking 
this drastic measure and doubt that it 
will ever be necessary. 





Gold and Prices 


Editor, READERS’ FoRUM: 


I have just read with considerable 
interest Homer Dodge’s article on gold 
in the current Magazine and while his 
facts seem to offer a ray of hope ina 
bad situation, I, for one, would be in- 
terested in an exposition in the Maga- 
zine as to how and in what manner 
increased production of gold aids pros- 
perity. 

Like many others, I have heard it 
stated with conviction and authority 
that such is the case but I am convinced 
that others, as well as myself, would be 
interested in a detailed—and possibly 
a first-reader—explanation of how it 
works out.—E. F. Dorsey. 








For Profit and Income 
(Continued from page 284) 








time to sell on the eve of a dividend 
passing or immediately after. A week 
or two should be allowed to elapse and 
the commitment be studied anew from 
every angle. Giving the dividend fac 
tor almost no consideration at all, the 
prospects for the industry and the com: 
pany will enable one to arrive at a 
decision as to whether retention is jus 
tified or not. If not, the price obtain 
able at this time, with the omitted divi- 
dend past history, will probably be as 
favorable a one as it is possible to ob 
tain. 








In the Next Issue 


Gauging the Prospects of Industrial Progress from an Investor’s 
Standpoint 
By J. C. CLIFFORD 


Early Solution of Private Debt Problem Necessary 
By JoHN D. C. WELDON 


Moderate Risks for Large Profits 
A group of speculative suggestions among common and preferred stocks noW 


selling at prices so low that a fair sized market upswing would mean a large 
sized price gain. 
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A Complete Financial Library 


in 8 Volumes 


HESE are standard books published 

by THE MAGAZINE OF WALL STREET 
on modern security trading and investing. 
Written in a concise, easily understand- 
able manner, they give you the result of 
years of research and successful market 
operation—the foremost tried and proven 
methods and the important fundamental 
principles which you can apply to your 
individual needs. 


(No. 1) You and Your Broker (No. 5) Financial Independence at Fifty 


Discusses every phase of the relationship between your Outlines successful plans for investment and semi-invest- 
broker and yourself. Describes what you should watch in ment through which you may become financially independent. 
entering an order, in checking statements and in attending Shows how to budget your income; to save; the kind of 
to routine matters on your account. insurance most profitable, etc. 


(No. 2) When to Sell to Assure Profits (No. 6) Necessary Business Economics for 


Goes into detail concerning the fundamental factors that Successful Investment 

affect security values. Covers explicitly the important prin- Sets forth the significance of supply and demand, the effect 

ciple neglected by many investors (who too often are only of good and bad crops. the ebb and flow of credit and similar 

good buyers) “When to Sell to Assure Profits.” factors which should help you to recognize and take advan- 
tage of the trend. 


(No. 3) How to Invest for Income and Profit (No, 7) Cardinal Investment Principles upon 


Explains the fundamental principles essential to profitable which Profits Depend 
investing under the new market conditions. Written during , : 
the depression, it outlines the new policies and procedure Tells how to put your financial house in order—how to 
necessary for profitable investing in these times. make your plan and carry it out after it is made. Bridges 

many danger spots which otherwise could be avoided only 


(No. 4) How to Secure Continuous Security ee ee eee 


Profits in Modern Markets (No. 8) Studies in Stock Speculation 
Will be especially appreciated by every businessman, investor Presents the ten cardinal principles that govern successful 
and trader—for it contains the principles upon which the trading. Expands on the various phases of speculation, illus- 
experts of THE MAGAZINE or WALL StreET base their judg- trating how a knowledge of fundamental conditions, statis- 
- ment in the selection of securities. tics and market technique may be turned to profitable account. 


The entire 8 books are uniform in size and style, pro- 
fusely illustrated with charts, graphs and tables, replete 
with practical examples and suggestions. They are all. 
richly bound in dark blue flexible fabrikoid, lettered in 
gold, and will make a handsome addition to any library. 


seneoeecensceseseses= CLIP OUT AND MAIL THIS COUPON TODAY ‘****=="**""0*""===<=: 


° THE MAGAZINE OF WALL STREET, Dec. 24, 1932 
Special Offer 90 Broad Street, New York, N. Y. 


Complete Library af Please send me your complete library of 8 Standard Books on Security Trading and 


npl Investing. 
Entire 8 Books.. $10 nee (1 $10 Enclosed. 


Please send me books as listed above: Nos. 1-2-3-4-5-6-7-8. (Simply check 
Individual Price of books desired, remitting $2.25 if only one is ordered, or $1.50 each if sets of two or 


Each Book $2.95 more books are ordered.) 
ms Enclosed 


os Sets of 2 or 
More Books Are 
Ordered. Each.. $1 50 

















INVESTMENT 90 BROAD Sf 
MANAGEMENT NEW YORK, N.Y 
SERVICE 


An open letter— 


To Investors Who May ” Wait Too Long” 


A glance at a chart of the stock market over the past year will reveal 
that the most attractive buying levels were presented when “things 
looked blackest.” Those investors who regard dismal periods of price 
recession only as a time to avoid the buying side of the market will 
clearly see that if they had analyzed the situation properly they 
would have realized the worst had been discounted by the lower quo- 
tations prevailing—and that an opportune time to buy the right stocks 
and bonds was before them. 


That a great deal of uncertainty surrounds the securities markets at 
the present time is evidenced by the lack of trading volume. We are 
now at a critical period, with a new Administration soon to take office 
and Congress facing a number of difficult problems. Some investors 
may look upon this as one of the “black periods”—others may regard it 
as a buying opportunity. Our clients, however, are not faced with this 
uncertainty. They have assurance in the realization that they will con- 
tinually be kept informed of developments affecting their holdings. 
They know they will be advised promptly of any action necessary to 
avoid losses and retain profits. 


We should like to show you how our counsel can be applied to your 
program and how you should benefit through its use. All you need 
do is acquaint us with your entire holdings, the amount of liquid cap- 
ital available for additional investment, and your particular require- 
ments and objectives. We will then make a preliminary analysis and 
indicate the general policies we would follow in serving you. Your con- 
sideration will involve no cost or obligation—yet it may readily repre- 
sent the first step in the safer and more profitable operation of your ac- 
count. The information you submit will be held in absolute confidence. 


INVESTMENT MANAGEMENT SERVICE 
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@/WALL STREET 








